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SOCIAL STUDIES IN SECONDARY EDUCATION 
I 


INTRODUCTION 


This Commission’ of the Association of Collegiate Schools of 
Business was appointed in November, 1919, to study and report 
upon the question of appropriate correlation of secondary and 
collegiate education, with particular reference to business education 
It now submits a report of progress as a basis of discussion by 
members of the association. It asks that it be continued and 
instructed to make further studies of the business curriculum. Its 
present report of progress deals with social studies in secondary 
education. 


tA Commission, rather than a committee, was appointed in order to include 
representatives from other organizations. The members of the Commission follow: 

From Secondary-school work, H. V. Church, appointed by the Association of 
Secondary-School Principals. 

From Labor, Charles B. Stillman, appointed by the American Federation of 
Labor. 

From Employers, H. H. Rice, appointed by National Industrial Conference 
Board. 

From the Association of Collegiate Schools of Business, R. E. Heilman, W. H. 
Kiekhofer, C. O. Ruggles, I. Leo Sharfman, and L. C. Marshall, chairman. 

The concurrence of these men in this report does not necessarily imply a similar 
concurrence of the appointing organizations in all of the conclusions. 


I 
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It wil! be observed that the work of the Commission was con- 
fined to the correlation of secondary and collegiate education. 
This at once eliminated from consideration the two-year high- 
school commercial course. Even so, the remaining problem was 
large and complex. For example, it would have been possible, 
and quite appropriate, for the Commission to have brought in a 
report dealing with (a) the correlation of the four-year high-school 
course and collegiate education, (6) the correlation of the six-year 
junior-senior high-school course and collegiate education, and 
(c) the correlation of both of the foregoing with the junior and 
senior college. 

The Commission has decided to place its main emphasis upon 
the field indicated by (6) above, the correlation of the six-year 
junior-senior high-school course and collegiate education. It has 
chosen to emphasize one field because it believes that a single clear- 
cut proposal will facilitate discussion of fundamental issues rather 
better than several proposals. It has chosen this particular field 
partly because the 6-3-3 organization seems likely to be the domi- 
nant secondary-school organization of the future, and partly 
because the coming in of the 6-3-3 organization gives opportunity 
to work out a plan that will not be too greatly hampered by custom 
and tradition. Then, too, it is not difficult to derive a four-year 
program from the longer program, in case one is primarily interested 
in the four-year plan. The Commission has, indeed, made certain 
suggestions on page 52 in the 8-4 field. 

For correlation to occur, there must be parts of a coherent whole 
which are to be brought into relationship. If we are to correlate 
two parts of business education we must have some working 
hypothesis concerning the essential elements of the business curricu- 
lum. The Commission is well aware that there is today much 
lack of agreement concerning the details of the business curriculum. 
It believes, however, that everyone will accept this very general 
statement: “Business education which extends into collegiate 
grade seeks to develop competent business executives. These 
executives must administer their businesses under conditions 
imposed by the environment both physical and social.” This 
statement, if accepted, gives us something definite to work upon. 
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There must be training looking toward technical competence in 
management; training looking toward giving an understanding 
of the social environment; and training dealing with the physical 
forces of our world. The Commission is discussing these types of 
training in a scheme of education which runs through high school 
and college. 

Here again the Commission has chosen to narrow its field. 
While recognizing the need of the work of the physical sciences, 
and while providing for them in general terms in its proposal, the 
Commission has made a detailed proposal only in the fields of social 
environment and technical management. Its only defense for this 
limitation of field is that the world was not made in a day. 


II 


SOCIAL STUDIES IN THE BUSINESS CURRICULUM 


The social justification of business education lies in its contribution 
to increased productive capacity, using that term in its broadest sense. 
Productive capacity is promoted by competence in social relationships 
as truly as it is by technical competence. 

The true goal of business education is not that of enabling 
its recipients to make more money. Of course, training for busi- 
ness does mean increased earning capacity and beyond question 
individual earning capacity is a matter of great social significance. 
The justification of business education is, however, more deeply 
grounded. It rests fundamentally upon its contribution to the 
progress of our society through developing more competent business 
men, more competent not merely as technical workers in some 
specialized aspect of business activity, but also as the co-ordinating 
agents of our régime of individual exchange co-operation. Tech- 
nical competence as a means of increasing productive capacity is 
generally accepted as a proper goal of business education; it 
requires neither explanation, comment, nor justification. Just 
because it is so widely accepted, it needs no discussion here. Com- 
petence in social relationships, however, is on a different footing. 
It still requires, to many minds, explanation, if not justification. 

Granting, then, the desirability of technical competence in the 
modern business man, the Commission invites attention to that 











4 COLLEGIATE SCHOOLS OF BUSINESS REPORT 


aspect of his task which is concerned with the co-ordination of 
the specialists of modern society. 

Ours is a society of specialists, and is, therefore, one of great 
productive possibilities, provided these specialists are effectively 
co-ordinated. But effective co-ordination is a tremendous task. 
It raises the whole problem of the appropriate apportionment of 
our social energy in the process of want-gratification, the whole 
problem of the guidance of economic activity. Our specialists, 
either through their own powers or because they command powers 
outside themselves, are our repositories of social energy. How 
much social energy shall be devoted to making producer’s goods ? 
How much to making consumer’s goods? How much to develop- 
ing instrumentalities of social control? How much to one particu- 
lar industry as opposed to another? How much to one form of 
productive energy such as capital goods, as opposed to another 
form such as labor power? What is the most effective apportion- 
ment of productive energy within a single business unit? These 
questions hint at the range of problems involved in the co-ordination 
of the specialists of modern society. They point to the weighty 
social responsibilities assumed by the modern business man, who, 
operating in terms of such social phenomena as competition, 
private property, and the pecuniary organization of society, “by 
authority” regulates the apportionment of productive energy and 
the co-ordination of the specialists employed within a given business 
unit and “‘through exchange” is responsible for the initial steps 
involved in the co-ordination of a specialized unit with the rest of 
society. They show that increased productive capacity for the 
community as a whole presupposes something more than technical 
competence in business men. 

With such serious social burdens resting upon the responsible 
organizers of modern business, it is at least an interesting fact that 
in the main these organizers, whether self-appointed or appointed 
by others, are appointed with a minimum of social supervision. 
Speaking in general terms, anyone with sufficient command of 
social energy may appoint himself an organizer. Once appointed, 
his continuance in the task depends upon his business success or 
failure. Here society has a tremendous interest at stake. If 
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the organizer is successful (and if we assume that his organizing 
acts are appropriately controlled by society), society gains in want- 
gratifying power by his success. If he fails, society loses, since 
productive energy has been misplaced or misdirected. Making 
allowance for the different conditions, much the same social situa~- 
tion obtains in the case of the organizer appointed by others. 
What a curious trial-and-error method of finding business leaders 
and of maintaining the co-operation of modern specialists! 

Just in this field is to be found one important function of busi- 
ness education. In the past, we have had a negative attitude 
with respect to this whole matter of the individual becoming an 
organizer, and with respect to his continuance in the task. Per- 
haps we have not fully appreciated how large is the stake of society; 
perhaps we have been under the influence of our laissez faire 
antecedents. Whatever may be the explanation of our negative 
attitude of the past, there can be no question that it is being sup- 
planted by a positive attitude for the future, and that the develop- 
ment of business education is one of the outstanding manifestations 
of that attitude. In the future, if business education rises to its 
responsibilities, the individual organizer will be able to approach 
his social task of co-ordinating modern specialists with greater 
awareness of the nature of his task and of the social responsibilities 
involved therein; with greater knowledge of difficulties, dangers, 
and paths to success, and accordingly with greater ability to per- 
form his task of co-ordination with a minimum of social waste. 
Our research into business practices and processes, our inquiries 
into the characteristics of our modern complex life, our gropings 
for principles or laws which will explain the functioning of our 
complex economic and social institutions, are to be instruments 
of a positive attempt to give our organizers an equipment which 
will enable them more efficiently to assume the position of co- 
ordinators in our régime of exchange co-operation. Therein rests 
a tremendous contribution to increased productive capacity and 
to social welfare. 

Acceptance of this statement of the purposes of business educa- 
tion will carry with it acceptance of the proposition that business 
courses should, inter alia, seek to give an understanding of the 
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functioning structure of modern industrial society. This is true 
not merely because the interests of society will be better served by 
so doing. It is true also because business success for the individual 
will be promoted. 

Of course, there is important territory lying behind all this in 
the fact that our modern specialists, whether dentists, laborers, 
lawyers, farmers, or business executives are first of all citizens of a 
democratic state and their secondary school and collegiate training 
must give them an understanding of what it means to live together 
in an organized society and what rights, duties, and obligations 
they have in such a group. The consideration of what is involved 
in training for citizenship thus reinforces the suggestion that the 
business executive needs, as a business man, to understand his 
social environment. The citizenship argument is well set forth 
by the commission of the National Education Association on the 
Reorganization of Secondary Education. Their statement that 
the main objectives of education are (1) health, (2) command of 
fundamental processes, (3) worthy home membership, (4) vocation, 
(5) citizenship, (6) worthy use of leisure, and (7) ethical character, 
may or may not be accepted as a satisfactory statement of the ob- 
jectives of education, but such a statement is certainly a challenge 
to the social sciences to step into their proper place in our educa- 
tional system. 

Ill 
THE PREVIOUS PROPOSALS CONCERNING SOCIAL STUDIES IN 
SECONDARY SCHOOLS 

The proposals which our various educational bodies have thus 
far made concerning social studies in the secondary schools do not 
meet the needs of the case. . 

It is not necessary for our present purposes to cite any details 
of the admitted shortcomings of our colleges, of our collegiate 
schools of business, and even of our graduate schools of social 
sciences in giving students any clear understanding of the structure 
and operations of our society. It will, however, give point to the 
later discussion if we see how completely our secondary schools, 
our ‘‘colleges for the common people,” have failed—small blame 


to them—in this task. 
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At the risk of indulging in tiresome documentation, let us 
observe, in chronological order, the proposals made in the last 
generation by our various authoritative educational agencies with 
respect to social studies in our elementary and secondary schools. 

Beginning with the report of the Madison Conference on 
History, Civil Government, and Political Economy made to the 
Committee of Ten on Secondary-School Studies of the National 
Education Association in 1892, and set forth by the Committee 
in 1893, we find this proposal :* 


Resolved, That the Conference adopt the following as the program for a 
proper historical course: 
First year: Biography and mythology. 
Second year: Biography and mythology. 
Third year: American history; and elements of civil government. 
Fourth year: Greek and Roman history, with their oriental connec- 
tions. 


(At this point the pupil would naturally enter the high school.) 


Fifth year: French history (to be so taught as to elucidate the general 
movement of medieval and modern history). 

Sixth year: English history (to be so taught as to elucidate the 
general movement of medieval and modern history). 

Seventh year: American history. 

Eighth year: A special period, studied in an intensive manner; and 
civil government. 

Resolved, That civil government in the grammar schools should be taught 
by oral lessons, with the use of collateral textbooks, and in connection with 
United States history and local geography. 

Resolved, That civil government in the high schools should be taught by 
using a textbook as a basis, with collateral reading and topical work, and 
observation and instruction in government of the city, or town, and state in 
which the pupils live, and with comparisons between American and foreign 
systems of government. 

Resolved, That no formal instruction in political economy be given in the 
secondary schools, but that,’ in connection particularly with United States 
history, civil government, and commercial geography, instruction be given in 
those economic topics, a knowledge of which is essential to the understanding 
of our economic life and development. 

* The Conference also set up an alternative six-year course, which need not here 


be reproduced. See United States Bureau of Education, Report of the Committee on 
Secondary-School Studies, Washington, 1893, pp. 46-47 and 163-64. 
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While the Committee of Ten did not have its recommendations 
follow precisely the report of the Conference, we may in some real 
sense regard the foregoing proposal as the Magna Carta of the 
social studies in our secondary schools. It speaks for itself. The 
other sociai sciences are definitely to be subordinated to history, 
and history is to be presented in a logical and chronological 
sequence. This arrangement, especially in view of the kind of 
history then available for presentation, boded ill for the student’s 
appreciation of the society round about him. 


In 1898 the Committee of Seven of the American Historical 
Association (appointed in 1896) made a report on The Study of 
History in Schools' which, while nominally confined to history and 
government, in practice involved the entire offerings in social 
science. While changes were made in the details of arrangement,? 


* The Committee of Seven, The Study of History in Schools. Report of the 
American Historical Association. 


One member of the committee presented a curriculum of historical study for 
the elementary grades. Biographies of great men were to occupy the third and 
fourth grades and this work was to be followed in the succeeding grades by (1) ele- 
mentary ancient history, (2) medieval and modern history, (3) English history, 
(4) American history. 

For the ordinary four-year high-school course, the findings of the committee were 
as follows: 

As a thorough and systematic course of study, we recommend four years of work, 
beginning with ancient history and ending with American history. For these four 
years we propose the division of the general field into four blocks or periods, and 
recommend that they be studied in the order in which they are here set down, which in 
large measure accords with the natural order of events, and shows the sequence of 
historical facts: 

1. Ancient history, with special reference to Greek and Roman history, but includ- 
ing also a short introductory study of the more ancient nations. This period should 
also embrace the early Middle Ages, and should close with the establishment of the 
Holy Roman Empire (800), or with the death of Charlemagne (814), or with the treaty 
of Verdun (843). 

2. Medieval and modern European history, from the close of the first period to 
the present time. 

3. English history. 

4. American history and civil government. 

No one of these fields can be omitted without leaving serious lacunae in the pupil’s 
knowledge of history. Each department has its special value and teaches its special 
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this Committee of Seven did not, upon the whole, go much beyond 
the Madison Conference in its position concerning the presentation 
of social sciences other than history. While conceding that “‘in 
any complete and thorough secondary course .... there must 
be, probably, a separate study of civil government,” they held 
that “‘a great deal of what is called civil government can best 
be studied as a part of history,’’ and while the student “should 
come to a realization of the nature of the problems of the industrial 
world about him” they did not think ‘‘that economic or social 
facts should be emphasized at the expense of governmental or 
political facts.” 


In 1908 the Committee of Five of the American Political 
Science Association (appointed 1904-5) brought in a report’ on 
instruction in American government in secondary schools which 
looked definitely toward breaking the monopoly of history. This 
committee recommended “that the discussion of the simple and 
readily observable functions and organs of local government be 
introduced into all the grades beginning not later than the fifth,” 
and that the eighth grade should see ‘‘more formal instruction in 
local, state, and national government, using an elementary text 
and some reference books . . . . for one-half of the eighth year.” 
In the high school ‘‘ American government should follow upon the 
work in history and should be a required study at least five recita- 
tions per week for one-half of the fourth year, or three recitations 
per week for that entire year.” 


lesson; above all, the study of the whole field gives a meaning to each portion that it 
cannot have by itself. 

If only three years can be devoted to historical work, three of the periods outlined 
above may be chosen, and one omitted; such omission seems to us to be better than 
any condensation of the whole. But if any teacher desires to compress two of the 
periods into a single year’s work, one of the following plans may be wisely adopted: 
(1) Combine English and American history in such a manner that the more important 
principles wrought out in English history, and the main facts of English expansion, 
will be taught in connection with American colonial and later political history. 
(2) Treat English history in such a way as to include the most important elements of 
medieval and modern European history. 


t Summarized in The Teaching of Government, p. 23, Macmillan (1916). 
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At the 1905 meeting of the American Historical Association a 
Committee of Eight was appointed to draw up a program of his- 
torical work for the elementary schools and to consider other closely 
allied topics. Their report (1908), taken in connection with the 
work of the Committee of Five of the American Historical Associa- 
tion (appointed 1907 and reporting in 1910), marks no fundamental 
change in the attitude of the historians, although it does display 
willingness to admit more civics to the curriculum, to put more 
emphasis on modern history, and to modify the content of the 
historical courses." 

* Significant passages from the report of the Committee of Eight (Scribner, 1909), 
are as follows: 

The object of a course in history for the first two grades is to give the child an 
impression of primitive life and an appreciation of the public holidays. Indian life 
affords the best example of primitive customs. 

In the third grade the child is able to read understandingly, and should be sup- 
plied with stories that tend to develop a historical sense. The heroism of the world is 
drawn upon. Public holidays should, however, receive the greatest consideration 
from the teacher. 

The fourth grade should deal with historical scenes and persons in American 
history. This should be carried on through the fifth grade with constant correlation 
of geography, of literature, and picture study. 

For the sixth grade, groups of topics should be presented (though not as organized 
history) on those features of ancient and medieval life which explain either important 
elements of our civilization, or which show how the movement for discovery and 
colonization originated. 

In the seventh grade there should be taken up the settlement and growth of the 
colonies, with enough of the European background to explain events in America 
having their causes in England or Europe. The American Revolution should also be 
considered in this grade. 

The subject-matter for the eighth grade would include the inauguration of the 
new government, the political, industrial, and social development of the United 
States, westward expansion, and the growth of the great rival states of Europe. 

Elementary civics should permeate the entire school life of the child. Civics 
and history should, so far as possible, be taught as allied subjects with the emphasis 
at one time upon history, and at another time upon present civics. In the later 
grades the instruction in civics should be fairly definite and formal. The time to be 
given it should be at least twenty minutes a week for a half-year in Grades V and VI; 
forty minutes in Grade VII and sixty minutes in Grade VIII. 

The blocks of study proposed by the Committee of Five for the secondary schools 
ran thus (see rg1o Report of American Historical Association, p. 239): 

1. Ancient history to 800 A.p. or thereabouts, the events of the last five hundred 
years to be passed over rapidly. 

2. English history, beginning with a brief statement of England’s connection 
with the ancient world. The work should trace the main line of English development 
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At its meeting in December, 1911, the American Political 
Science Association appointed a Committee of Seven ‘‘to consider 
the methods of teaching and studying government now pursued 
in the American schools, colleges, and universities, and to suggest 
means of enlarging and improving such instruction.” The inquiry 
was extended to elementary and secondary schools and reports 
were made 1913-15, a general statement being available as a 
Macmillan publication (1916), The Teaching of Government. The 
report (which, by the way, recognized the administrative reorgani- 
zation which was taking place in our school system through the 
establishment of junior and senior high schools) advocated the 
presentation in the first three or four grades of the elementary 
school of “‘some of the fundamental civic virtues as applied to the 
home, the school, and the neighborhood”; in Grades IV-VI 
“more specific instruction as to local affairs, with emphasis upon 
some of the functions which government performs’’; in the junior 
high school more definite instruction, using a text, with “emphasis 
still upon functions but with some attention to the machinery of 
government—local, state, and national”; in the senior high school, 
“fa year of social science (exclusive of history) should be given, of 
which at least a half-year shall be devoted to the study of govern- 
ment, and four or five hours per week should be given to this 
subject.” 


Meanwhile the community civics movement had been develop- 
ing. Experimental work had been carried on in many quarters 
and in 1916 the Subcommittee on Social Studies in Secondary 
Education made the following report (see Bulletin 28, 1916, Bureau 


to about 1760, include as far as is possible or convenient the chief facts of general 
European history, especially before the seventeenth century, and give something of 
the colonial history of America. 

3. Modern European history, including such introductory matter concerning 
later medieval institutions and the beginnings of the modern age as seems wise or 
desirable, and giving a suitable treatment of English history from 1760. 

4. American history and government, arranged on such a basis that some time 
may be secured for the separate study of government. We propose a possible division 
of the year which would allow two-fifths of the time for such a separate and distinct 
treatment. 
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of Education) to the Commission on the Reorganization of Sec- 
ondary Education of the National Education Association: 


Assuming that provision has been made for the social aspect of education 
in Grades I-VI of the elementary school, the following general plan of social 
studies is proposed for the years VII-XII: 


Juntor Cycre (YEARS VII-IX) 
(Geography, European history, American history, civics) 


Geography, history, and civics are the social studies that find a proper 
place in the seventh, eighth, and ninth years. The geography should be 
closely correlated with the history and civics, and should be thoroughly 
socialized. The history should include European as well as American history. 
The civics should be of the “community civics” type. In addition, it is 
desirable to emphasize the social aspects of other studies such as hygiene or 
other science, and even arithmetic. 

The following alternative plans are suggested; it is not intended, however, 
to preclude the possibility of other adjustments that local conditions may 
require: 

Seventh year: (1) geography—one-half year; European history—one- 
half year (these two courses may be taught in sequence or parallel through the 
year); civics—taught as a phase of the above and of other subjects, or segre- 
gated in one or two periods a week, or both. Or (2) European history— 
one year; geography—taught incidentally to, and as a factor in, the history; 


* The subcommittee has given us a rather full explanation of the aim and content 
of community civics, as follows: 

This aim is analyzed as follows: To accomplish its part in training for citizen- 
ship, community civics should aim primarily to lead the pupil (1) to see the importance 
and significance of the elements of community welfare in their relations to himself 
and to the communities of which he is a member; (2) to know the social agencies, 
governmental and voluntary, that exist to secure these elements of community welfare; 
(3) to recognize his civic obligations, present and future, and to respond to them by 
appropriate action. 

A characteristic feature of community civics is that it focuses attention upon the 
elements of community welfare” rather than upon the machinery of government. 
The latter is discussed only in the light of a prior study of the “elements of welfare,” 
and in relation to them. The “elements of welfare” afford the organizing principle 
for this new type of civics. 

It is suggested that the following elements of welfare be studied as topics: 
(1) health; (2) protection of life and property; (3) recreation; (4) education; (5) civic 
beauty; (6) wealth; (7) communication; (8) transportation; (9) migration; (10) chari- 
ties; (11) correction. In addition, the course may well include the following topics 
dealing with the mechanism of community agencies: (12) how governmental agencies 
are conducted; (13) how governmental agencies are financed; (14), how voluntary 
agencies are conducted and financed. 


« 
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civics—taught as a phase of the above and of other subjects, or segregated in 
one or two periods a week, or both. 

Eighth year: American history—one-half year, civics—one-half year 
(these two courses may be taught in sequence or parallel through the year); 
geography—taught incidentally to, and as a factor in, the above subjects. 

Ninth year: (1) civics, continuing the civics of the preceding year, but 
with more emphasis upon state, national, and world aspects—one-half year; 
civics, economic and vocational aspects—one-half year; history (much use 
made of history in relation to the topics of the above courses). Or (2) civics 
—economic and vocational; economic history (these two courses for one year, 
in sequence or parallel). 


SENIOR CycLE (YEARS X-XII) 


(European history, American history, problems of democracy— 
social, economic, and political) 


The Commission recommends as appropriate to the last three years of the 
secondary school the following courses: 


1. European history to approximately the end of the seventeenth century— 
one year. This would include ancient and oriental civilization, English history 
to the end of the period mentioned, and the period of American exploration. 

2. European history (including English history) since approximately the 
end of the seventeenth century—one (or one-half) year. 

3. American history since the seventeenth century—one (or one-half) year. 

4. Problems of American democracy—one (or one-half) year. 


Moved in part by the rising tide of community civics, the 
American Historical Association appointed a Committee on 
History and Education for Citizenship which made a report in 
December, 1919, and 1920, was reorganized, and is still at work 
upon the problem. In broad outline their report blocks out four 
units, of which two are in Grades I-VI; one is in the junior high 
school, and one in the senior high school. The first unit is for 
the second grade and is called ‘“‘The Making of the Community.” 
It is apparently primarily a study of Indian life and the changes 
wrought by the white man. The second unit deals with ‘The 
Making of the United States” and runs as follows: third grade, 
““How Europeans Found Our Continent and What They Did with 
It”; fourth grade, “‘How Englishmen Became Americans, 1607- 
1783”; fifth grade, ‘‘The United States, 1783-1877”; sixth grade, 
“‘The United States Since 1877” (half-year), and ““How We Are 
Governed” (half-year). 
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The work for the secondary schools is blocked out as follows 
(using in the main the phraseology of the report): 


THE Junior Hicu Scuoot, Grapes VII-IX 


“American History in Its World-Setting.”” This will constitute a third 
unit. This work is designed for the seventh, eighth, and ninth grades, and is 
divided as follows: 

Seventh grade: The world before 1607 and the beginnings of American 
history, including the building of the Spanish Empire in the New World, the 
basis of the present group of Latin American Republics. 

Eighth grade: The world since 1607 viewed in relation to the evolution and 
expanding world-influence of the United States. Treatment is to take 
account of the civic problems but to emphasize specially the economic and 
social features of our history up to recent times. 

Ninth grade: Community and national activities. This course combines 
recent economic and social history with commercial geography and civics. 
For those pupils of the ninth grade who expect to complete the senior high 
school, the committee recommends as an alternative to the above a course in 
the progress of civilization from earliest times to about 1650. 


SENIOR HicH ScHooLt, GRADES X-XII 


“The Modern World.” This fourth unit will consist of the following year 
courses: 

Tenth grade: Progress toward world democracy, 1650 to the present. 
This will be a study mainly of European history, but with some attention 
also to the rest ot the non-American world. The emphasis will be upon political 
movements and political reorganizations. But the explanations of these will 
be sought in economic changes, in inventions, discoveries, and social regroup- 
ings, as well as in the leadership of great personages and the influence of critical 
or constructive ideas. 

Eleventh grade: The preceding course will form the background for a 
study, in the same spirit, of United States history during the national] period, 
with emphasis on lists of topics to be selected for special treatment, and with 
critical comparisons with institutions and with tendencies in other countries. 

Twelfth grade: Social, economic, and political principles and problems. 


A very interesting aspect of the work of this committee is the 
fact that they assumed the task of preparing syllabi, some of which 
have been appearing in The Historical Outlook. It is understood, 
however, that they have deferred action on the syllabus for the 
twelfth grade, in the hope of securing co-operation of economists, 
political scientists, and sociologists. 
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It is apparent that the foregoing statement is arranged with 
reference to that plan of school organization known as the Junior- 
Senior High School Plan. This Committee of the historians also 
made recommendations for the orthodox four-year high-school 
course as follows: For the first year, the course in community and 
national activities; for the second year, the course in modern 
world-history (except American); for the third year, United States 
history during the national period; for the fourth year, a course in 
so-called problems of American democracy. 

The committee regards all of the foregoing material as an appro- 
priate minimum requirement for graduation on the part of all 
pupils. They believe that in addition there should be elective 
history courses in the following fields: 

a) The ancient world to about 800 A.D. This course should be 
so placed in the program as not to interfere with the required 
courses outlined above. 

b) A survey of ancient and medieval history to approximately 
the middle of the seventeenth century. If convenient, this should 
be taken before the required course in modern world-history of the 
tenth grade. 

c) The history of England and the British Empire. 

d) A course involving an intensive study of local, state, or 
regional history, or of some particular period or movement in the 
history of the Americas. 

e) A similar course involving an intensive study of some par- 
ticular period or movement in European history. This might well 
take the form of the study of the background and history of the 
Great War. 

f) An intensive study of the recent history of the Far East. 


Meanwhile, the American Sociological Society entered the lists. 
At its 1918 meeting “‘a committee was appointed to ascertain the 
present status of the teaching of sociology in the grade and high 
schools of America and to make recommendations for the extension 
of such teaching.” This committee reported in 1919, 1920, and 
1921 and is being continued for further work. In its 1920 report, 
this Committee looked with most favor upon the proposal of the 
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Sub-Committee on Social Studies of the National Education 
Association Commission on Reorganization of Secondary Educa- 
tion, but it felt that the concept ‘‘community civics” is much too 
narrow and that the term should be abandoned in favor of “general 
social science’’ which should definitely include sociology, economics, 
civics, and ethics fused after the analogy of “general science.” 
The committee also argued for a treatment of history in the tenth 
grade which should be ‘‘an outline survey of social evolution, 
including prehistoric times, which should emphasize the social and 
economic sides, trace the historic development of ideals and institu- 
tions, and reveal the solidarity of modern nations,” and which 
should not exaggerate the relative significance of political institu- 
tions. In its 1921 report, the Committee discussed what is in 
essence the plan presented on pages 46 to 52 of this report. 


A Committee of the American Economic Association also 
reported at the December meeting, 1921, and secured leave to 
print, as a basis of discussion by members of the Association, a 
proposed arrangement of secondary social studies which coincides 
with the one presented on pages 46 to 52. 


An interesting outcome of the December, 1921, meetings of the 
various social science associations is the formation of a joint com- 
mission made up of two members each from the following organiza- 
tions: the American Historical Association, the American Eco- 
nomic Association, the Association of Collegiate Schools of Busi- 
ness, the American Sociological Society, the American Political 
Science Association, and the National Council of Teachers of 
Geography. This joint commission has been instructed to con- 
tinue the study of the presentation of sociai studies in the secondary 
schools. 


A review of these pronouncements made up to the December, 
1921, meetings by the leading organizations concerned with the 
presentation of social studies in our secondary schools of the 
academic type justifies the following comments: 

a) The grip of history is strong. In the main, it seems to have 
been assumed that historical study should be the’ chief instru- 
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mentality for giving our younger students an understanding of the 
structure of the present-day society. 

b) This attitude has been challenged to some considerable extent 
in recent years by the community civics movement, and by the 
American Political Science Association and the American Socio- 
logical Society—so effectively challenged, indeed, that the historians 
themselves show signs that they appreciate that the monopoly of 
history in secondary social studies is to be broken and that the 
history which remains in the curriculum is to be more definitely 
pointed toward understanding the society of today. 

c) The report of the Subcommittee of the National Education 
Association on Social Studies in Secondary Education, more than 
any other report, displays a desire to make the student ac- 
quainted with the various aspects of the society in which he lives. 
But even that report blocks out a plan which is entirely inadequate. 
Notwithstanding its emphasis upon “community,” ‘‘economic,” 
and “‘vocational”’ civics, sufficient attention is not given to the 
economic aspects of modern society. The document shows the 
influence of the historian, the political scientist, and the sociologist, 
but not sufficiently that of the economist. In particular there is 
a haphazard and inadequate presentation of economic interests in 
the content of community civics. There is a good selection of 
scattered topics but the student can scarcely secure a rounded, 
balanced view of our modern society. Quite aside from the poor 
balance in this program of social studies, it is inadequate in its 
senior high school presentation. The senior high school curriculum 
should bring to ripeness and maturity the earlier work, but this is 
not done. 

IV 
THE ACTUAL POSITION OF SOCIAL STUDIES IN SECONDARY SCHOOLS 

The actual position of social studies in secondary schools falls 
Jar short of the unsatisfactory proposals which have been made. 

The preceding section sketched the inadequate proposals which 
have been made in the secondary-school social studies. The 
question may arise, however, whether the actual practice in our 
schools is not better than the formal pronouncements of our educa- 
tional organizations. Not atall. Ona priori grounds it should be 
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expected that these pronouncements would be in advance of the 
practices, and the expectation is fully justified by the facts. Here 
and there some progressive community or progressive teacher has 
tried bits of promising experimentation, but the situation as a whole 
shows that the presentation of social studies is roughly along the 
lines of the earlier reports of the committees of the American His- 
torical Association. The outstanding difference is that instead 
of history securing four years of the high-school student’s time, as 
the historians originally desired, the pressure of other subjects in 
the curriculum has reduced the average to something over two 
years. To some extent economics and civics have gained through 
history’s loss, but in the main that loss has been a loss for social 
science in general. The truth of the matter is that history has not 
been able to command the respect and approval of the secondary- 
school constituency as an effective instrument for explaining the 
society in which we live, and the other social sciences have not met 
the crisis precipitated by the failure of history. 

The accompanying table," although presenting data now seven 
years old, gives a general view of the extent and character of the 
secondary-school presentation of social studies in the country as a 
whole. It shows that, speaking generally, our secondary-school 
system depends for social-study training upon a chronological 
study of history—ancient, medieval, modern, English—with a 
fourth-year top-dressing of American history, civics, and a little 
economics. The offerings of ancient history are heavy in the 
first and second years; those of medieval and modern European 
history are heavy in the second and third years; those of English 
history in the third year; and those of American history, civics, 
and economics are heavy only in the fourth year. The full absurd- 
ity of such a performance appears only when we bear in mind that 
the ‘‘average”’ student who finishes the secondary course has taken a 
total of, say, two and one-half units of social science, and that 
social studies of our present order occur in the curriculum typically 
at a stage at which the attendance has been greatly lessened. The 
actual position of social studies in secondary schools falls far short 
of the unsatisfactory proposals which have been made. 


* Inglis, Principles of Secondary Education, p. 541. 
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As a means of checking these data, the Commission has made a 
detailed study of the social-science material presented in 1920-21 
for admission credits at one of our collegiate schools of business, 
the School of Commerce and Administration of the University of 
Chicago. The check is inadequate in that it covers only one case. 
It is believed, however, that this case is typical so far as the Middle 
West situation is concerned. Certainly it cannot be argued that a 
case was chosen which would presumably provide a weak showing 
in social-study training. Rather the reverse. Notwithstanding a 
reasonably wide geographical distribution of the students attending 
this institution it is a well-known fact that any college located in a 
large city is mainly a local institution and both American history 
and civics are required in the Chicago public schools. 

The Commission ascertained, furthermore, that the social- 
study training of students entering the School of Commerce a: 4 
Administration is not particularly different from that of students 
entering other divisions of the University. The most extreme 
variation from the average credits presented by the Freshmen in 
the School of Commerce and Administration was presented by 


SUBJECTS WHICH AN “AVERAGE” FRESHMAN PRESENTS 
AT THE UNIVERSITY OF CHICAGO AS UNITS OF 
ADMISSION CREDIT 














Men in the School 7 p 
Subjects af Commerce and | ‘eet Literature} 

Units Units 
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WUERORE BEMURE..... 65 occ sec snes 1.89 1.27 
PI 655-0645 cs ohiccaniens 2.79 2.32 
ror eee t.$t 2.25 
Modern language.............. 1.52 2.31 
er ree 3.23 3.28 
Commercial courses............ 59 35 
PAIRCGRAMGOUS.. 5.0 oo oc cic ccccccs -93 .69 
ES ois bine xntsGceses 15.65 15.65 











* Computed by taking arithmetic average of the table of subjects presented as 
units of admission credit by 150 Freshman men registered in the School of Com- 
merce and Administration, University of Chicago, fall quarter, 1920. 

+ Computed by taking arithmetic average of the table of subjects presented as 
units of admission credit by 150 Freshman women registered in the College of 
Literature, University of Chicago, fall quarter, 1920. 
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150 FRESHMAN MEN REGISTERED IN THE SCHOOL OF COMMERCE AND ADMINISTRATION, UNIVERSITY OF CHICAGO, FALL QUARTER, 1920, STATED IN 
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women in the college of literature. The accompanying table shows 
that even here the variation was not great. The women present 
more language work and find opportunity to do so by presenting 
less mathematics and science. The social study credits of the 
two groups are substantially the same, the men having 2.53 units 
and the women 2.49 units. 

Turning then to an account of the credits presented by entering 
Freshmen in this one collegiate school of business, the data are 
presented in terms of the percentage of students taking given 
numbers of units of each subject, the subjects being grouped in 
these classes, social studies, physical sciences, mathematics, 
biological sciences, English, classics, modern language, commercial 
courses, and miscellaneous.’ (See insert.) 

It is not necessary to make extended comment. The situation 
that exists in social studies is ludicrous. The ‘‘average”’ college 
Freshman of this tabulation presents about two and one-half years 
of work in this field and this is mainly history. Roughly 73 per 
cent of them present no economics and 25 per cent present but 
one-half of a unit; 39 per cent present no civics and 59 per cent 
present but one-half of a unit; the other offerings in the field of 
social study, aside from history, are negligible. In other words, 
speaking broadly, we depend upon history, of all the various 
social studies, for this particular intellectual background of our 
entering Freshmen. 

An analysis of the history that they present is given in the 
table on page 22. It throws an interesting light on the nature 
of the intellectual background of college Freshmen in the field 
of social studies. Roughly one-fourth of them have had in the 
secondary school no formal instruction in the history of their own 
country (remember that 39 per cent had had no civics) and almost 
another fifth have had only one-half year of such instruction. 
They present, on the average, two-thirds of a unit of the history 
of their country (and less than one-third of a unit in civics). The 
full significance of this statement appears when it is recalled that in 
t In the tabulation the subject of commercial geography is placed with the physical 


sciences. Since 84 per cent of the students offered no commercial geography, its 
placing in the tabulation has no great importance. 
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those colleges which do not require United States history it is, in 
theory, possible that one-fourth of the college graduates might 
have had no instruction in the history of our own country except 
that received in the elementary schools. Fortunately, this theo- 
retical possibility is presumably not realized. The Commission 
has no statistical data concerning the relationship between the 
theoretical possibility and the actuality, but on the basis of general 
observation it has its misgivings. 
COMPOSITION OF HISTORY UNITS PRESENTED FOR ADMISSION 
CREDIT BY THE FIRST 150 FRESHMAN MEN REGISTERED IN THE 
SCHOOL OF COMMERCE AND ADMINISTRATION, UNIVERSITY OF 


CHICAGO, FALL QUARTER, 1920, STATED IN PERCENTAGES OF 
TOTAL MEN PRESENTING GIVEN NUMBERS OF UNITS IN EACH 
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Note.—Miscellaneous includes general history, Chinese history, current history, 
naval history, etc. 


In the field of ancient history these students present almost 
exactly the same quantity of work that they offer in the history of 
their own country. Ancient, medieval, modern, and English 
history combined take up about 85 per cent more space in their 
curricula than does United States history, whereas in the field of 
industrial history they present about one-thirteenth of the amount 
of credit presented in the field of ancient history alone, or an 
average of about one-twentieth of a unit. 

Bearing in mind the meager credits in economics, civics, and 
commercial geography, the foregoing analysis of the content of the 
history units presented shows that these college Freshmen bring 
with them a curious background upon which the work of the col- 
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legiate school of business is to be painted, assuming that we regard 
it one of our tasks to give our students an awareness of the social 
environment in which the business administrator does his work. 


V 


THE ACTUAL POSITION OF SOCIAL STUDIES IN SECONDARY 
COMMERCIAL CURRICULA 

Our secondary courses in business education have, except for those 
of a handful of high schools of commerce, failed utterly to give the 
student an appreciation of the functioning structure of modern society. 

If the curriculum of social studies in our academic secondary 
schools has been meager and ill formed, the situation has been 
much worse in the case of our business or commercial education 
below collegiate grade—with the honorable exception of the work 
done by a few scattered high schools of commerce. The reasons 
for this inadequate presentation of social studies are not far to 
seek. 

With the rapid expansion of the size of the business unit and 
of the area of the market which followed the introduction of power- 
driven machinery, there came naturally a stimulation of interest 
in certain computing and communicating aids of business adminis- 
tration. The need for training in these fields was not met by 
our public-school system, partly because effective organization of 
this system dates only from the 1840’s, partly because the period 
of schooling was in itself inadequate. The fact that the total num- 
ber of days’ schooling for the average American citizen who lived 
in 1800 was 82 and for the one who lived in 1840 was 208 tells much 
with respect to the origin of the so-called business college in a time 
when even ability to read was more or less of a luxury.” 

For various reasons, then, there sprang up in the first half of 
the nineteenth century the private institutions now commonly 
called ‘‘ business colleges” that devoted themselves to short, inten- 
sive instruction in penmanship, keeping of books, stenography, 
and (later) typewriting. These institutions met a very real need; 
they prospered tremendously; their students were provided with 


t Similarly, the fact that the average citizen today receives about 1,200 days of 
schooling tells much with respect to the possibility of enriching the curriculum. 
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an equipment which enabled them to “break into” the business 
world, and, under the conditions of those days, frequently to rise 
to positions of responsible management. Social studies bothered 
the heads neither of the instructors nor of the students. Upon the 
one hand, the social aspects of business activities did not seem so 
significant as they do today; upon the other hand, very little 
indeed existed in the way of organized material in that field. 

After the Civil War came a tremendous expansion in many 
fields of study. A bit later came a great development of high 
schools—a development which is indicated by the presence of 
300,000 pupils in 1890 and 1,500,000 in 1916. It is not surprising 
that the taxpayers who supported these secondary schools came 
to feel that the work of the private business college should be per- 
formed by the public schools. It is still less surprising that (1) in 
the absence of any effectively organized material in social studies 
outside the field of history, (2) in the lack of any very definite 
connection between historical study and the technique of business 
operations, (3) in the presence of what was apparently a remarkable 
success of the private business college, (4) in default of any effective 
leadership from any higher system of business education, our 
public-school system swallowed—bait, hook, sinker, and line—the 
program of the private business college. Even more. Through 
the necessities of the case the secondary-school system borrowed 
its teachers from the private business college. 

Extended discussion of the developments in this field is entirely 
unnecessary. The facts are painfully familiar to all. It is worth 
while, however, to document’ the discussion by quoting from a 
1916 report of the University of the State of New York two typical 
(the word is that of the author of the report) commercial courses. 
One? (that of the Aibany High School) is representative of the com- 
mercial courses of the larger cities. The other is typical of the 
courses of the smaller high schools. The courses marked with the 


*It seems best not to rely upon general statements alone but to give details of 
sample commercial curricula. New York’s geographical and educational positions 
led the Commission to take the samples from that state. It attaches no peculiar 
significance to these particular samples. 


2 The course of study for 1921-22 shows some minor variations from the one 
here presented but there are no significant changes, as far as our purposes are con- 
cerned. 
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_ asterisk include all which can be regarded as even remotely con- 
f tributing to a knowledge of the functioning structure of modern 
industrial society. 


COMMERCIAL COURSES—ALBANY HIGH SCHOOL 





‘fe First YEAR 
Required 
Hours per week 
Pee «ke ee ee we Se ae OS eee eo eee 
Spelling . . . ee a a ee ee 
Commercial arithmetic Se OE SS , Se e 
ee eee ee ee ee ee ee ee 
[ Elementary bookkeeping 3 
Business writing 2 
Biology 5 
Drawing . 2 
Music I 
» Physical training I 
SECOND YEAR 
Required 
COMMERCIAL DIVISION: SECRETARIAL DIVISION: 
Hours per Week Hours per Week 
English . . . . . . . 2 English 3 
Typewriting . 5 Typewriting 5 
Advanced bookkeeping 5 Stenography 5 
, Drawing . ae 2 Music I 
Music - I Drawing Bas 2 
Physical training I Physical training . I 
Elective 
Stenography. . ... . § Advanced bookkeeping . . . 5 
Foreign language . .. . § Foreign language . — 
Physical geography. . . . 5 Physical geography . . . . 5 
THIRD YEAR 
Required 
COMMERCIAL DIVISION: SECRETARIAL DIVISION: 
Hours per Week Hours per Week 
i English 3 ae ee 
Algebra 5 Algebra ia ee a oe 
*History of commerce 3  *History of commerce a ae 
Elements of accounting 3 Stenography 2 5 
Business mathematics . 3 Manual training or domestic 


Ln! 


Manual training or domestic science 
science . 
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Elective 
COMMERCIAL DIVISION: SECRETARIAL DIVISION: 
Hourf per Week Hours per Week 
Stenography 1or2. . . . § Foreign language. . . . . § 
Foreign language . . . . 5 Plane geometry .... . § 
Plane geometry. . ... 5 MME; « 24's & ce @ 
ee a a a 


FourtH YEAR 


Required 
COMMERCIAL DIVISION: SECRETARIAL DIVISION: 

Hours per Week Hours per Week 

Pec we Se ee. =o Ss English ee a ag ks oe) 
*American history 5  *American history . ‘ . 5 
*Commercial law 3 *Commerciallaw .. . an 
*Economics 2 Secretarial practice . . . . 3 

*Business organization 3 
Elective 

Foreign language . . . . § ‘*Economics. 2 

Selmece . .« ss s + s § “oe organization 3 

Foreign language . os 

Ms se se ee ae a ee 

TYPICAL COMMERCIAL COURSE IN THE SMALLER HIGH 
SCHOOLS OF NEW YORK STATE 
First YEAR SECOND YEAR 

Hours per Week Hours per week 

English . 4 English ... sas ee 
Algebra 5 Commercial arithmetic ae 
Biology ; 5 *Commercial geography . . . 2$ 
Elementary bookkeeping 3 Typewriting . . .. . . ag 
Business writing 2 i ee 

THIRD YEAR FourtH YEAR 
English ; 3 Commercial] English and corre- 

English or modern history . 3 spondence 3 

Advanced medial 5  *American history with civics 5 
Electives$ 7% *Commercial law? . 24 

*F.conomics? 2 

Shorthands 5 

Electives 5 


*If a foreign language is elected in the second year, it should be continued for 
three years. 

2 Optional for pupils electing shorthand. 

3 Shorthand 1 is included among electives for the third year. 

4 Required for pupils electing Shorthand 1 in third year. 
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These typical New York commercial courses, with their pitiful 
offerings of coherent instruction in the structure and functioning 
of our society, and with what they do offer coming mainly in their 
fourth year when they have lost perhaps two-thirds of the students 
who entered as Freshmen, are quite up to the standard of the 
country as a whole. In an investigation made in 1917 a ques- 
tionnaire was sent to every high school listed as having over two 
hundred pupils in commercial courses, and to a selected group of 
high schools having 150 to 200 such students. This investigation 
established conclusively “‘that the high-school four-year commercial 
course is still dominated by heredity. It is still in the grip of its 
inheritance from the business colleges from which it so largely 
sprang.” In the curricula of the ‘‘short courses [which were offered 
by 41 per cent of the schools replying to this questionnaire] sten- 
ography, typewriting, and bookkeeping predominate. English, 
sometimes business English, penmanship, commercial arithmetic, 
and an elementary science are not infrequently included. Typi- 
cally, however, the curricula are prima facie clerk mills, masquer- 
ading under the deluding name of commercial courses.”* 

Even yet the full story has not been told. There has been ~ 
brought into existence, by federal legislation, a powerful instru- 
mentality which apparently plans to throw its weight against 
an adequate presentation of the social aspects of business activity. 
This Federal Board for Vocational Education has certain aspects of 
commercial education among its other responsibilities, and for all 
its responsibilities it has available $7,000,000 a year which will pre- 
sumably be duplicated by other contributions from the states. The 
power of such an agency will be very great, not only because of its 
strategic position as the national agency responsible for such work, 
but also because of the power of the purse. While its entire purse 
is by no means available for commercial education, the total is avail- 
able for the support of the ideas for which the board stands sponsor in 
vocational education, and must therefore be reckoned with, for pur- 
poses of the present discussion. In its Bulletin 34, issued in June, 
1919, this agency, recognizing the oncoming reorganization in the 


tSee Leverett S. Lyon, A Survey of Commercial Education in the Public High 
Schools of the United States, Department of Education, University of Chicago (1919). 
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administrative aspects of elementary- and secondary-school edu- 
cation, set forth the following as its analysis of the appropriate 
secondary-school business course. The asterisk again indicates 
all courses even remotely contributing to a knowledge of social 
relationships. 


JUNIOR HIGH SCHOOL COMMERCIAL COURSE 


SEVENTH YEAR 
Periods 


OS a ee ee ae ee 5 
Arithmetic, including rapid calculation . ... . . . . . OG 
Business writing (20 minutes daily). 


Geography, largely place geography with commercial applications 5 
*History, commercial and industrial 5 
Physical training 2 
Physiology and hygiene I 
Manual training (boys) 4 
Household arts (girls) 4 
EIGHTH YEAR 
English — ee ee ee e 

Business arithmetic, including rapid calculation (20 minutes daily) . 
Business writing (20 minutes daily) } 5 
*Commercial geography, elementary character s 
*History and citizenship 3 
Typewriting . a a 5 
First lessons in business 5 
Manual training (boys) 4 
Domestic arts (girls) 4 
Physical training 2 
NINTH YEAR 
(or first year of four-year high school) 
English, special emphasis on commercial needs . 5 
Bookkeeping, business practice, and business writing: 
Co ee a a ee ee a ee ae 
po ee ee ee 
Typewriting (no home work) . 5 
General science . oe 5 
Commercial mathematics (no home work) 5 
Physical training 2 
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SENIOR HIGH SCHOOL COMMERCIAL COURSE 


Partials amines 


TENTH YEAR 
(or second year of a four-year high school) 





Required 

Hours per Week 
hb English . . 5 

*Commercial gnanehy ‘(uchading she deal gqueneke, tecel induction, 
and commercial products) . . . . —a 
Commercial II (intermediate bookkeeping and benstnane pencticn) >~ a of 

Electives (choose one) 

Shorthand . . a a ae ae a ne 
Foreign language (peckenahly Spanish) ee or ee ee ee ee ee 
*History . . 5 

: Typewriting (emma he salen if shevthend | is rey Mey - tabon as 
an extra subject without shorthand; unprepared) . . . .. § 

ELEVENTH YEAR" 
(or third year of a four-year high school) 
Required 
English Sees 5 
Physics or chemistry 7 
Office practice 3 
Advanced bechiegion 5 
Electives (choose one) 

Foreign language 4 a 5 
*History 5 
TWELFTH YEAR! 

(or fourth year of a four-year high school) 

Required 

Commercial English (including business correspondence, public speak- 
ing, sales talk, etc.) a 5 
*Advanced American history with ¢ Civics . 5 
*Commercial law (first semester) . . . . . 2. + «© © « 
*Economics (second semester) . : 2 eens 5 
Advertising, salesmanship, and business scanilention ; 5 
Principles of accounting 5 


Experience in business offices sleomate w eehs this y year. 


* For the eleventh and twelfth years only the program advocated for the general 
business and accounting course is here reproduced. Corresponding curricula are 
suggested by the board for stenographic, secretarial, and reporting work; for retail 
selling; and for foreign trade and shipping. 
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This statement speaks for itself. It has been drawn with the 
idea of having the whole curriculum divided into year units and 
then presenting in each year material which will prepare the boys 
and girls who drop out at the end of that year for the positions 
open to young people of that age. The idea is admirable, but its 
execution is not so praiseworthy. The execution reveals too clearly 
an inheritance from the days of the narrow technical training of 
the private business college. It exposes on the part of the sponsors 
unawareness of the significance of social relationships both in 
business activity and in the other aspects of the daily life of these 
young citizens. It indicates that the board has taken the easy 
path by grouping together certain material already in existence, 
with plans for developing further material not greatly different in 
type. It has not chosen to think through anew the whole problem 
of commercial education in terms of the great developments which 
have occurred in that field in the last ten or fifteen years. 

If such a program were to become generally adopted the conse- 
quence would be that perhaps one-fourth of all our school children 
who work in the seventh grade and above would go out to be 
citizens in this democracy with the following required formal 
instruction in the rights, duties, and obligations of citizenship. 

Seventh year: Commercial and industrial history . . . 5 hours 

Eighth year: History and citizenship . . . . . . 3 hours 

Ninth year: Nothing 

Tenth year: Nothing 

Eleventh year: Nothing 

Twelfth year: Advanced American history, with civics . 5 hours 

Economics and commerciallaw. . . . 5 hours 


The outlook that makes such a program possible holds forth 
little hope that the situation will be saved by the technical subjects 
being impregnated with social material, or by a wise use of electives. 

It is not a sufficient answer to this criticism to say that the 
important thing is for the boys and girls to be able to make a living 
and that therefore all other considerations must yield to the presen- 
tation of technical subjects. Such an answer beclouds the whole 
issue. May it not be that the technical subjects can be even 
better presented in connection with a presentation of the outstand- 
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ing aspects of business activity and of our industrial society? If 
this is not possible, perhaps American democracy might better pay 
the price of assistance for longer continuance in school rather than 
pay the price of having masses of citizens unaware of how our society 
is put together. Even in the range of business activity, let it be 
remembered that productive capacity depends upon our business 
men having competence in social relationships as well as in tech- 
nical matters. Democracy cannot, as a long-run story, support a 
plan for an educational system devoted primarily to the production 
of clerical and other routine help. 

Let us not deceive ourselves concerning the importance of this 
matter. We must recognize that, for better or for worse, the bulk 
of the training for business which will be done in this country in 
our generation will be done by the secondary schools. Notwith- 
standing the rapid growth of our institutions of higher education, 
it still remains true that for some time to come a rel: tively small 
proportion of our people will receive a college education, and that 
the secondary school is to remain the “college for the common 
man.” In view of this fact, it is important to note the extent to 
which these ‘‘colleges for the common people” are devoting them- 
selves to business subjects. Mr. F. V. Thompson, writing in the 
Report of the Commissioner of Education for 1915, points out that 
‘commercial pupils constitute at least one-fourth of all high-school 
pupils, ten times as many as there are agricultural students, five 
times as many as there are students of domestic arts, and nearly 
twice as many as are found in all our higher educational institu- 
tions,” and these figures do not include “perhaps one hundred 
thousand who were not tabulated in the returns to the Commis- 
sioner of Education.” 

Even if we were not facing a reorganization of our elementary- 
and secondary-school systems, surely few of us would rest content 
with a scheme of secondary business education which trains pri- 
marily in routine technique. As a social investment, we cannot 
afford to have the training so narrow. We must have a system of 
training which will give our future managers a real appreciation of 
the social environment in which they will operate, and an under- 
standing of business from the functional point of view. 
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This attitude is the more incumbent upon us in view of the edu- 
cational reorganization which we face. If the seventh and eighth 
grades are to be taken away from the elementary school and given 
over to the junior high school, surely these years must in a democ- 
racy be saved for better training in social studies, and not devoted to 
an earlier beginning of specialization for which the child is fitted 
neither in terms of his mental development, nor in terms of his 
understanding of the society in which his specialization is to occur. 
This would be our attitude, no matter what professional interest 
we represented. Much more must it be our attitude when we 
represent a professional interest which regards it essential that our 
students should secure an understanding of the functioning struc- 
ture of our society. 


VI 


WHAT THE COLLEGIATE SCHOOLS OF BUSINESS DO BY WAY 
OF CORRELATION’ 

The collegiate school of business curricula, taken as a whole, 
have not provided well-balanced required instruction in social studies, 
and they have done little to correlate effectively their work with that of 
the secondary schools. 

The preceding chapters have shown the present status, actual 
and proposed, of the social studies in the secondary curriculum. 
What, now, are our collegiate schools of business doing by way 
of correlation with the secondary schools, and particularly what 
are they doing in the field of social studies ? 

Of course, the best cases for the study of this correlation are to 
be found in those collegiate schools of business which administer 
directly the curricula of entering Freshmen and the Commission 
has chosen to confine its study to such of these schools as are also 
members of the Association of Collegiate Schools of Business. 
The table given on page 34 shows what subjects are specifically 
required for entrance’ to these colleges and the one on page 35, 
the subjects that are required during the first two years.? It is 


tA full discussion of the collegiate curriculum is not here attempted. The 
Commission asks that it be continued and instructed to study this phase of the matter 
further. 

2 The Commission recognizes the liability to minor errors in interpreting catalogue 
statements. The figures have been carefully checked, however, and are believed 
to represent the situation correctly, at least in the main. 
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readily apparent that there is not a heavy entrance requirement 
in the social studies and the requirement is, more frequently than 
not, stated simply as “‘history.” Of course, more social science 
may be presented in the elective units. 

It is readily apparent, too, that the social-science requirements 
of these institutions in the first two years of college are not drawn 
with any marked indication that the college is largely concerned 
with giving the student any well-rounded view of what it means to 
live together in organized society. Since the collegiate school of 
business has in most cases been developed either directly by depart- 
ments of economics or with strong affiliations with such depart- 
ments, and since economics furnishes much valuable background 
for training in business administration, it is to be expected that 
our collegiate business curricula should be strong in this phase of 
social studies. This expectation is fulfilled. There is always a 
requirement of work in economics. Taking the social sciences as 
a whole, however, the requirements look more like compromises 
resulting from jealousies of specialized departments than like 
a well-planned attempt to instruct in business. administration in 
terms of the social environment of the business manager. There 
are scattering requirements in history, economic history, govern- 
ment, psychology, and geography, but the tables show clearly 
that the presentation, in adequate terms, of the social environment 
of the present-day citizen and manager is a matter upon which 
there has been no agreement and perhaps no very large body of 
constructive thinking. 

If one studies specifically the amount of correlation which is 
carried out between these collegiate schools of business and their 
secondary schools, whether in the field of social science or in any 
other field, the conclusion is unavoidable that little has been 
accomplished. It may, of course, be said with entire propriety 
that a vague sort of correlation occurs when certain subjects are 
required in high school and certain other subjects are required 
in college. Furthermore, a more definite kind of correlation takes 
place when the student carries in college more advanced English, or 
mathematics, or foreign language, or (in some cases) science than 
he had in the secondary school. There seem to be, however, very 
few cases where anything like a comprehensive view has been 
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taken of the whole academic career (secondary and collegiate) 
of the student with the aim of moving on smoothly to definite 
attainments in a balanced training for business. If there be any- 
one who would challenge this statement, he would certainly grant 
that thinking in this field has not progressed sufficiently for there 
to be any considerable agreement upon any one plan of securing 
a correlated secondary and collegiate curriculum. 

Two of these institutions, the University of California and the 
University of Chicago, have indeed gone a considerable distance 
in linking the secondary program with that of the college. At the 
University of California the work of the first two years is planned 
to supplement that of the secondary school in laying the foundation 
of a liberal education, and at the same time includes some work 
introductory to the technical and more highly specialized work 
required for graduation. Students are admitted from the four- 
year high school and in high school or college they must acquire 
an ability to pass an examination in English expression, and one 
designed to test their ability to read one of the following languages: 
Greek, Latin, German, French, Spanish, or Italian. They must, 
furthermore, carry work in history or political science, 6 units; 
geography, 7 units; other sciences, 9 units; algebra, plane trigo- 
nometry, and mathematical theory of investment, 9 units; and eco- 
nomics, 6 units. The courses in science and the courses in algebra 
and plane trigonometry may be taken in high school. The speci- 
fied work in history, political science, geography, economics, and in 
the mathematical theory of investment must be taken in college. 

At the University of Chicago the graduate from an approved 
four-year high school (excluding those securing low grades) is 
admitted provided he presents 3 units in English; 3 or more units 
in some one group (languages, social science, mathematics, science) ; 
2 or more units in some other group; and 10 (total) units in orthodox 
academic subjects. He must then carry in college during his first 
two years English, 6 semester hours; a continuation of some admis- 
sion subject (generally social science) g semester hours; and 
must secure a total of high-school and college credit of at least 
2 units or 12 semester hours in each of the following: (1) social 


« 


* The term “unit” here means one hour of recitation or lecture per week for one- 
half year. 
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science; (2) language other than English; (3) mathematics; 
(4) science. There is, too, a general hypothesis concerning appro- 
priate courses for the remaining two years of college work. 

Presumably, however, these two institutions would be the 
first to agree that they have made but a beginning in the correlation 
of secondary and collegiate work. At the most, they could only 
allege that the correlation which they have brought about has been 
in terms of subjects as they are and not in terms of what they 
should be. 

The foregoing statements in this section of the report have 
applied to those members of our Association who control the 
curricula of Freshmen. A survey of the requirements of those 
who require one or more years of college work before entrance to 
the collegiate school of business does not cause any significant 
modification of these statements. Such correlation as these latter 
institutions secure between the secondary school and the college 
is worked out through the requirements of the college of liberal 
arts, modified in some cases by the requirements of the pre- 
commerce course. As in the cases of the collegiate schools of 
business who control the curricula of the Freshmen, there are 
requirements in abundance, but there is little correlation of any 
very advanced type, and, in particular, there is little evidence of a 
definite plan to give the citizen-business-administrator a coherent 
view of the society in which he lives. Probably the most ambitious 
plan in this latter respect is the Freshman course in Contemporary 
Civilization at Columbia University. 

By way of summary of this part of the report there continually 
came before the minds of the members of the Commission such 
questions as these: How many of us really believe business educa- 
tion can be handled as a coherent whole? Are our business cur- 
ricula worked out in terms of fundamentals, or are they what could 
be secured from an Arts faculty, or are they collections of “courses 
on business subjects’? Can correlation between secondary 
school and the collegiate school of business be brought about until 
there is some fairly generally accepted hypothesis concerning what 
would be involved in an organic business training? In this 
matter are not the social studies on precisely the same basis as all 
others ? 
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VII 
THE ADMINISTRATIVE REORGANIZATION OF OUR SCHOOL SYSTEM 


The administrative reorganization of the elementary- and secondary- 
school systems has a significant bearing upon secondary social-science 
studies in relationship both to general education and to business educa- 
lion. It raises also problems of correlation of the secondary-school 
system with collegiate and professional school work. 

Enough has been said to make it reasonably clear, firs, that 
the situation with respect to social studies is far from satisfactory 
in our educational institutions, second, that the whole matter is 
now under serious consideration and that modifications are prac- 
tically certain to occur. But it is not merely the social studies 
which are in the melting-pot. Other studies are there also. There 
also will be found the whole scheme of organization of our American 
educational systems. 

This is not an appropriate occasion for a review of the history 
of our educational system. For a variety of causes that system 
has taken a form which may be described as an end-to-end joining 
of an eight-year elementary school, a four-year secondary school, 
a four-year college course (frequently shortened when taken in 
connection with a professional course), and the professional school. 
For a variety of reasons this organization is under criticism, and 
has indeed been under criticism from the time of President Eliot’s 
attacks upon it in the late eighties and early nineties. The out- 
standing aspects of that criticism for our purposes are these: 

a) With the lengthening of the average period of school attend- 
ance per year, a six-year elementary course is sufficient. Its con- 
tinuation as an eight-year program has meant an undue and ineffec- 
tive inflation of the elementary subjects in order to occupy the 
time available. The result has been formalistic presentation of 
subjects, wasted time in the educational process, intellectual nausea 
on the part of its recipients, and wholesale desertion by the students 
in later years over and above any amounts justified by the eco- 
nomic situation of the families concerned. As has been pointed 
out by the Commission of the Reorganization of Secondary Educa- 
tion, ‘‘At present only about one-third of the pupils who enter the 
first year of the elementary school reach the four-year high school, 
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and only about one in nine is graduated. Of those who enter the 
seventh school year, only one-half to two-thirds reach the first 
year of the four-year high school. Of those who enter the four- 
year high school, about one-third leave before the beginning of the 
second year, about one-half are gone before the beginning of the 
third year, and fewer than one-third are graduated. These facts 
can no longer be safely ignored.” 

b) With the increasing complexity of our social organization, 
the increasing range of our intellectual pursuits, and the increasing 
intensity of modern life, the high schools—those colleges of the 
common people—have looked with longing eyes upon the seventh 
and eighth grades which are largely wasted under our present 
system, and in some cases have covered the first two years of college 
work.? The pressure of the high-school curriculum upon the time 
available in the ordinary four-year course is shown by the fact 
that the average high school in the territory of the North Central 
Association offers more than twice as many units of work as are 
required for graduation, and the larger schools offer from three to 
four times as many. School administrators, laboring under such 
pressure, are not likely to be patient with wasted opportunities in 
the earlier grades. 

c) It is contended that an arrangement of work which termi- 
nated the elementary school at the end of six years, and followed 
that by a three-year junior high school, and then set up a three- 
year senior high school, would be more in accord with the psycho- 
logical development of the child than is the present arrangement. 
While this is disputed territory, the Commission on the Reorganiza- 
tion of Secondary Education appointed by the National Education 
Association after a thorough investigation of the whole situation, 
definitely recommends the reorganization of the school system on 
the 6-3-3 basis. 

d) The present arrangement is particularly under fire from the 
professional schools. They contend that both from the point of 


* The percentages of the whole number of students enrolled in each grade of our 
educational system run about as follows: elementary, 91.03 per cent; secondary, 
7.13 per cent; higher, 1.84 per cent. 

? The junior-college movement is a far more significant aspect of the general 
problem under discussion than this brief mention would indicate. 
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view of the welfare of the individual and from the point of view of 
society’s interest in the case people should begin their professional 
training at least two years earlier. In some cases this elimination 
of the two years has taken the form of elimination by the ax.’ It 
is today quite a common occurrence for the professional school to 
reach back to the end of the Sophomore year in college without 
any particular reference to the training that has occurred up to 
that time, except for a few specific requirements. If this reaching 
back is to occur—and it clearly is—it is much better to have it 
occur on the basis of a reorganization of the preceding work on 
sound educational principles, rather than on the basis of the weight 
and keenness of the ax. 

e) European experience is also cited in criticism of our old 
scheme of organization. This requires no comment. It is true 
that our system stands alone. 

As has been intimated, the first clear plea for a comprehensive 
reorganization was voiced by President Eliot in the late eighties 
and early nineties. Within the last ten years the movement has 
been given great impetus. In the form of the so-called 6-3-3 or 
6-6 arrangement, it has been definitely recommended by the 
Commission of the National Education Association. It has been 
more or less assumed by the various educational committees which 
have reported in recent years; it is actually occurring with con- 
siderable rapidity in our various communities. In 1913, 13 per 
cent of the high schools of the North Central Association territory 
had taken on junior high schools; today over 25 per cent have 
assumed this form; and competent observers predict that the 
majority of the secondary schools of the country will be organized 
on this basis in the not far distant future. 

True, in many cases this reorganization has been a mere admin- 
istrative form, but this is not of the essence of the case. Properly 
understood, this so-called 6-3-3 or 6-6 arrangement or any other 


* From one point of view, this is hardly a fair statement of the case. Frequently 
what has happened is that two years of college work have been made a prerequisite 
where formerly only high-school graduation was required. The statement as it stands 
is, however, worth retaining if it aids in making it clear that the professional schools 
are, in the main, of the opinion that our educational system must be reorganized so 
as to have a thorough general education by what is now called the end of the Sopho- 
more year in college, and that they will co-operate heartily in no other program. 
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comparable plan means far more than the administrative device of 
taking two years away from one organization and bestowing them 
upon another. It contemplates the entire reorganization of the 
curriculum to the end that without loss of training (its advocates 
claim there will be a gain) two years of time may be saved and 
students may be carried by the end of the twelfth grade to approxi- 
mately the position now reached by the end of the Sophomore year 
in college.* 

Clearly enough, the movement is on and is on vigorously. So 
far as we can now see, the educational system which will result may 
be crudely represented by the above diagram. A fairly coherent 
and unified system of training in fundamental processes in the 
elementary schools will be followed by the junior high school, in 
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which it is at least desirable that the basic consideration shall be 
training in citizenship, with the beginnings of specialization occur- 
ring only in the later stages of that school. This will be followed 
by the senior high school in which, parallel with the college- 
preparatory course so called, will certainly go very considerable 
ranges of vocational training. The college and the professional 
school will receive the graduates of the senior high school, who 
will bring an equipment comparable with that possessed by the 
present Junior in college, if the reorganization works out success- 
fully. Although it forms no essential part of this report it is 
worth passing notice that this situation is as interesting to the 
liberal arts college as to the professional school. General reason- 
ing and such experiences as those of California indicate that the 
reorganization will mean expanded opportunity for all forms of 
collegiate education. 

t Preliminary experiments have already been conducted in this field with the 


result of saving one year of time, and experiments are well under way to bring about 
the saving of another year. 
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The bearing of all this upon collegiate and professional school 
curricula is so obvious that he who runs may read. The rapid 
development of our high schools, the growing insistence upon the 
completion of at least a high-school education, the recognition of 
the fact that our high schools must prepare their pupils for life, 
with minor emphasis upon college requirements, make it quite 
clear that the college of the future must more and more accept 
the responsibility of providing suitable continuation work for 
these high-school graduates. Some endowed institutions in certain 
parts of the country may avoid this situation for a time, but in the 
main the college will have to take the raw material which comes to 
it, and do what it can with it. 

Apparently the time is upon us in which we must choose between 
two courses of action: (a) that of making our contribution to the 
reorganization of our educational system to the end that all parts 
of the system may work co-operatively in the solution of common 
problems; or (0) that of standing aside and letting matters take 
their own course, with the possible result that after a period of 
sterile sulking we shall perforce adjust our colleges to a situation 
which has crystallized in undesirable form. 


VIII 
THE PROPOSAL OF THF COMMISSION 

The Commission proposes a program of social studies for the 
junior high school which it believes to be more fundamental and far- 
reaching than the other proposals which have been made. Such a 
program will profoundly affect the work of the elementary school and of 
the senior high school. The junior high school is, however, the strategic 
point for an attack at the present time. 

We now pass to the main task of this report, the formulation’ 
of a proposal for social studies in the secondary school—a proposal 
so drawn that its accomplishment will both serve the needs of 
the student who never passes beyond the secondary school and 
form a sound basis for correlation of collegiate and secondary work 
in the field of the social sciences. As indicated earlier our atten- 


*The Commission acknowledges indebtedness to the work of the “ Briarcliff 
Conference” held in May, 1921, under the auspices of the Commonwealth Fund. 
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tion will be centered on the junior high school program. The pro- 
grams of the elementary school and the senior high school will 
be given very brief treatment. 

It will facilitate study and criticism of this proposal to set forth 
at this time the considerations which were in mind during its 
formulation. Briefly stated these considerations were as follows: 

1. The organization of social studies in the public schools 
should be in terms of the purpose of introducing those studies. 
Their purpose is that of giving our youth an awareness of what it 
means to live together in organized society, an appreciation of 
how we do live together, and an understanding of the conditions 
precedent to living together well, to the end that our youth may 
develop those ideals, abilities, and tendencies to act which are 
essential to effective participation in our society. The range of 
this statement is very broad. For example: the contribution of 
knowledge and physical environment to our social living is quite 
as worthy of attention as are the principles of economics or govern- 
ment. Parenthetically, it may be noted that, ‘awareness,’ 
“appreciation,” and “‘understanding”’ come only when descriptive 
facts are presented in their relationships. 

2. The question should not be ‘“‘how to put the social studies 
into our curricula” but ‘‘how to organize our curricula around 
social objectives.” This Commission believes that the social 
studies should be the backbone of secondary education, with which 
all other studies and school activities should be closely articulated 
according to their contributions to the social objectives of education. 
Since each individual must be a citizen and as such must participate 
in group action, the social studies should be represented in each 
grade of education, and evéry pupil should have at least one unit 
of social study in every year of the school course. As for the 
specific junior high school courses,mentioned below on pages 42-51 
the commission does not attempt to decide whether they should 
be unit courses or half-unit courses. Possibly they should be so 
drawn as to make either arrangement possible according to local 
needs and resources. 

It is essential that we free our minds from any such issue as the 
claims of history vs. those of economics vs. those of government vs. 
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those of sociology. Those claims will largely disappear in any 
vital discussion of the contribution of social studies to our social 
living. These branches of social study are not separable, save 
for the purpose of emphasizing some particular point of view on 
social living. 

3. The social studies should be directed toward an understand- 
ing of the physiology rather than the pathology of social living. 
This does not mean that pathology is to be disregarded, but it does 
mean that it should not occupy the center of attention. Such a 
position does not reject the ‘‘problem method” of instruction. 
That method should be quite freely used; but it should be directed 
toward understanding the anatomy and physiology of society. 

The center of attention should be our social living in this 
country and how it came to be what itis. Just what should occupy 
this center of attention is the essence of the problem. There will 
presumably be put in the background of attention (but it is still 
in the field of attention) some material now occupying a prominent 
place in our social studies. Such background material should be 
presented (a) in required courses only to the extent to which it 
contributes significantly to the understanding of our social living 
and (6) in elective courses. 

4. Any program of social studies which hopes to be successful 
must be drawn with consideration for vocational needs. This 
suggests no conflict of interests. Men work together in organized 
society. Vocational training will be greatly improved—even as a 
“‘money-making” matter for the individual—by the right kind of 
social study backbone. Specialized studies should not be allowed 
to supplant fundamental courses. 

5. The program of social studies which is drawn with recogni- 
tion of the great losses in our student constituency in certain years 
seems likely to accomplish the greatest good for the greatest number, 
provided this does not mean too great weakening of basic training. 
It will be found that the program later proposed recognizes that 
students drop out every year but it does not neglect to provide 
for continuity and progression. 

6. The reorganization which is now in process in our educational 
system (which opens up the seventh and eighth grades for the intro- 
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duction of new material) justifies a somewhat daring attempt to 
think through, as a coherent whole, our presentation of secondary- 
social studies, without too much regard for traditional claims or 
customary practices. More specifically, there is here an oppor- 
tunity to introduce social study rather than specialized branches of 
social studies. The material on page 41 shows the attitude of the 
Commission with respect to the probable future of our educational 
system. 

7. An effective program of social studies will be organized in 
terms of the psychology of learning. The average child of the 
seventh grade is at least beginning to have a social consciousness. 
His mind is reaching out to understand his relationships to other 
people and to society as a whole. The fact that he is not aware 
of his developing attitude does not interfere with making use of 
this interest. 

The unfolding of the social studies should not be too rapid to 
allow the student to build up an apperceptive basis for his thinking. 
Accordingly the program suggested passes (1) from a seventh- 
grade discussion of types of social organization and some condition- 
ing factors of the types, (2) through an eighth-grade survey of the 
development and practices of our modern social organization, (3) to 
a ninth-grade discussion of principles of social organization, and 
(4) ultimately to a senior high school discussion of social science 
material in somewhat more specialized terms. Such a develop- 
ment will contribute markedly to “giving our youth an awareness 
of what it means to live together in organized society, an apprecia- 
tion of how we do live together, and an understanding of the 
conditions precedent to living together well, to the end that our 
youth may develop those ideals, abilities, and tendencies to act 
which are essential to effective participation in our society.” 

8. The program of social studies which is drawn in such a way 
as to minimize administrative difficulties, will, other things being 
equal, be most rapidly introduced. 


So much for background considerations. As a statement prefa- 
tory to the junior high.school proposal, it is assumed that in the first 
six grades students have acquired certain tools and methods of 
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study, and that they have been given a body of material in history, 
community civics, and geography which will serve as a foundation 
for the studies suggested below. It is recognized that the successful 
introduction of such a junior high school program as is sketched 
below would in time influence rather profoundly the work of the 
first six grades. But that is another story. 


A SUMMARY VIEW OF THE PROPOSED JUNIOR HIGH SCHOOL PROGRAM 
IN SOCIAL STUDIES 
It will facilitate later discussion to present at this point, without 
explanation or supporting argument, a summary view of the pro- 
posalasa whole. Thissummary view will present, in specific terms, 
only the work in social studies. 


SEVENTH GRADE 


1. Geographic bases of (physical environment with relation to) 
United States development 

2. Social science survey (types of social organization) 
a) Simple industry and simple society 
b) The transforming effects of scientific knowledge 

3. Other studies, correlated so far as may be practicable with the 
social-study material 


EIGHTH GRADE 


1. The opening of the world to the use of man 

2. Vocational survey, the individual’s place in our social organiza- 
tion (presented in functional terms so that it may contribute to 
an understanding of our type of social organization) 

3. Other studies, correlated so far as may be practicable with the 
social study material 


NINTH GRADE 


1. The history of the United States (presented with “citizenship 
material’ occupying the center of attention) 
2. Principles of social organization (economic, political, social) 
. Other studies, correlated so far as may be practicable with the 
social study material 
4. A general survey of business administration, elective 


w 
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A DETAILED VIEW OF THE WORK OF THE SEVENTH GRADE 


The work of this grade sets out consciously to “‘give our youth 
an awareness of what it means to live together in organized 
society, an appreciation of how we do live together, and an 
understanding of the conditions precedent to living together 
well.” Its emphasis is upon the first and third of these propo- 
sitions, without at all neglecting the second. The survey of 
types of social organization in simple societies emphasizes the 
first; the survey of the transforming effects of scientific knowl- 
edge, the work in geography, and the work in science emphasize 
the third. Of course, there is no intention of making a sharp 
differentiation in treatment. 

The foregoing statement of purpose may be stated differently. 
The work of this grade seeks to sweep together, into a somewhat 
organic whole, the social-study work of the first six grades, and 
to take a further step in generalized thinking in the field. 

The work in geographic bases of (physical environment with rela- 
tion to) United States development is designed 
1. To bring into an organic whole the preceding work in history, 

civics and geography in such a way as to 

2. Show the importance of physical environment with respect to 
conditions precedent to living together well and to 

3. Prepare the way, in terms of principles, for the work of the 
next two grades and to 

4. Give the student who can gono farther a significant contri- 
bution to his ‘‘appreciation of how we live together and under- 
standing of the conditions precedent to living together well.” 

The social-science survey of types of social organization is designed 
1. To bring into an organic whole the preceding work in history, 

civics, and geography in such a way as to prepare the way, in 
terms of principles, for the work of the next two grades. 

2. To lay a comparative basis for the later more careful survey 
of the evolutionary development of the functioning social 
structure. 

3. To give the student who can go no farther a significant con- 
tribution to his ‘“‘awareness of what it means to live together 
in organized society, appreciation of how we do live together 
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and understanding of the conditions precedent to living 
together well.” 


The suggested method of presenting this social science survey 
material is as follows: 


I. 


to 


Present a series of snapshots of simple types of social organi- 
zation such as 

The life of Neolithic man 

The life of the Iroquois 

The life of nomads 

Life in a medieval manor 

Life in a medieval town 

Life in a modern secluded mountain district 

Life in a frontier mining camp 
in which the student can see how such matters as education, 
religion, health, social control, economic activities, etc., 
(these are only samples) were cared for and can begin to 
see wherein our ways of caring for such matters are different, 
if different. 
This comparative study should be directed toward bring- 
ing out certain concepts, of which the following may be 
taken as samples (they are only samples): self sufficiency 
vs. interdependence; customary vs. competitive methods; 
non-exchange vs. exchange society; non-industrial vs. 
industrial society; the shifting emphasis in social control; 
the modern co-operation of specialists—all with the idea of 
leading the student to “generalize” his knowledge and with 
the further idea of preparing him for the study of ‘“‘principles”’ 
in the ninth grade. 


. The latter part of the survey is to be devoted to showing the 


contribution of knowledge “to our living together well”’ and 
how that reacts upon the type of social organization. This 
should be no mere threadbare account of the industrial 
revolution: it should be an account of the transforming 
effects of science on our ways of living together. Notice 
that the way has been prepared by the student’s work in 
science, if science is offered in this grade. 
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A DETAILED VIEW OF THE WORK OF THE EIGHTH GRADE 


There is presumably no need for a detailed statement of the general 
purpose of the work of this grade. It is obvious that, in 
addition to caring properly for those who must drop out at the 
end of the year, this grade must (a) begin to give many students 
a rational basis for selection of vocations and () continue the 
preparation for the more generalized social study of the ninth 
grade. 

The work in ‘The Opening of the World to the Use of Man” is 
designed 
1. To knit together and to build upon the social-science survey 

and geography of the preceding grade in such a way that the 
student will get as a part of his mental machinery—as tools 
of which he will make conscious use—concepts of change, 
development, and continuity. 

2. In respect to factual background, to give the student some 
appreciation of the long, hard trail the human race has 
climbed; to let him see the emergence of Western civilization, 
its spread over the earth and its contacts with other civiliza- 
tions. 

3. To give the student the “‘world-background”’ against which 
the history of his own country (ninth grade) may be seen in 
perspective and to make him ‘‘cosmopolitan”’ and “‘interna- 
tional”’ in a wholesome sense of those words. 

The vocational survey (the individual’s place in our social organiza- 

tion) is designed 

1. To give the student an opportunity (upon which their 
experience has caused so many school men to insist) to think 
through in specific terms his own possible contribution to 
social living. Whether this results in his actually “choosing 
a vocation” matters little, if at all. Out of it, he should get 
a clearer notion of the qualities making for individual success 
in the process of social living. 

2. To give this, however, not as a set of maxims and preach- 
ments and not as a set of ‘‘job analyses” but as a survey of 
the activities (emphasizing here economic activities without 
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neglecting political and social considerations) which are 
carried on in our type of social organization, and 

. To do this in such a way that he will glimpse an economic 
organization in which activities are in terms of social purposes. 
By way of illustration. The student who sees the “undiffer- 
entiated”’ medieval trader split up as time goes on into 
transporter, insurer, financier, seller, etc., will have a differ- 
ent conception of the work of railroads, insurance companies, 
banks, etc., from the one he would have had after an uncon- 
nected ‘‘study of occupations.”’ In other words, the voca- 
tional survey is designed to give the student a more thorough 
and specific conception of our social organization as it 
actually operates in our ‘“‘living together.” 


Ww 


A DETAILED VIEW OF THE WORK OF THE NINTH GRADE 


Here, also, a detailed statement of general purpose may be omitted. 


Looking back over the junior high school curriculum, this 
year’s work seeks to knit together the preceding work (a) in 
terms of principles, and (b) in terms of their application to 
citizenship in our own country. Looking forward to the work 
of the senior high school, this year’s work seeks to pave the 
way for the more specialized presentation of the social sciences. 


The work in the history of the United States (presented with 


“citizenship material” occupying the center of attention) is 
self-explanatory, if it be kept in mind that the ideal is that of 
bringing the social-science work of the preceding grades, as 
well as that of this ninth grade, to a focus in this account of 
the development of our own social living together. Such a 
statement indicates the kind of history which is to be presented. 


The work in principles of social organization assumes that the 


student has been given sufficient factual background and has 
attained a sufficient maturity to enable him to view our social 
living in terms of principles rather than in terms of types or 
of practices. It asks the student to do, as a conscious matter, 
a most fundamental thing, namely, seek relationships on a scale 
which will give him an organic view of our social living. He is 
asked (so far as he may now be able) to formulate consciously the 
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principles of social living which should guide him in later 
years. It is to be noticed in passing that no such opportunity 
now exists in any stage of our school curriculum. It is con- 
ceivable that the first draft of this will have to be in three 
parts (1) economic organization, (2) political organization, 
(3) social organization not otherwise handled. But it is hoped 
and.expected that it may be done not as three parts but as one 
unified whole. 

While it forms no part of the basic material, the elective work (for 
those who plan to take the so-called commercial course) in 
Survey of Business Administration deserves passing notice. It 
should dovetail both with the vocational survey of the preced- 
ing grade and with the work in Principles of Social Organization 
of this grade. It should provide the sadly lacking unifying 
element in the present miscellaneous collection of “commercial 
courses.” It should be of distinct vocational service for the 
student who can go no farther and it should pave the way for a 
higher standard of “‘commercial courses’’ in the senior high 
school. 


A HINT OF THE PROGRAM OF THE SENIOR HIGH SCHOOL 


The foregoing sets forth the material on which the Commission 
particularly covets discussion, but it is worth while to suggest 
something of its bearing upon the senior high school program. 
It is assumed that in each year of the senior high school, some 
social-study work will be required and that the work will be 
presented in more specialized (scientific?) form than it was in 
the earlier grades. 

The following statement gives merely a suggestion of possible 
courses in the field of economics and business. Perhaps it 
contains hints for other fields of study. The Commission 
believes that our larger high schools, at least, might in time 
offer considerable choice of courses in the fields that we now 
designate as political science, history, psychology, and sociology. 
1. The financial organization of society and the manager’s 

administration of finance. 
2. The market organization of society and the manager’s 
administration of the market. 
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3. The position of the worker in our society and personnel 
administration 

4. The evolution of our economic society. (Note that this is 
vastly more than a “‘ History of Commerce” and vastly more 
than the typical ‘‘ Industrial History.’’) 

5. Accounting (not merely as bookkeeping but also as an 
instrument of control in the hands of the executive). 

6. Business Law (as a manifestation of social control of business 
activity and as a facilitating aid of business). 

7. Such éechnical courses as may be expedient. An illustration 
is shorthand and typewriting. 

8. Theories of value and distribution. 

9. Government and industry. 


THE PROGRAM OF THE FOUR YEAR HIGH SCHOOL 

Whatever may be in store for the future, there can be no doubt 
that"the 8-4 form of organization of our public schools is today the 
dominant one, and the Commission quite recognizes that it might 
well have worked out in detail a four-year program of secondary- 
social studies. The reasons why it did not do so have been given 
in its introductory statement on page 2. It believes that just 
at this juncture, its best service can be rendered by focusing atten- 
tion upon the 6-3-3 plan. It points out in passing, however, 
that from the social study material outlined on page 46 of this 
report there is much material (a full four-year schedule, indeed) 
which the four-year high-school administrator will find available 
for his use. Just what he will choose to use will of course vary 
witk varying local conditions. 


As a means of making the program suggested above readily 
comparable with other proposals which have been made, the 
outline on page 53 is presented. 


In connection with such a program as the Commission has 
sketched, there is a great opportunity for service on the part of our 
collegiate schools of business. Some ways in which we may serve 
are not far toseek. Granted that we are ourselves in an attitude of 
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co-operation, every collegiate school of business will find many 
opportunities to carry that co-operation into effect. The following 
list represents the more obvious of the opportunities before each 
institution: 

1. We should not neglect the contribution which comes from 
mere discussion and the spread of information and of points of view. 
A faculty which develops an awareness of the character of the prob- 
lem which is upon us, and a willingness to play its part in the 
drama, has a thousand opportunities, in the classroom and outside 
it, to exercise responsible leadership. 

2. We may well give careful attention to our collegiate school 
of business entrance requirements, planning them so as to stimulate 
development in socially defensible channels. The influence of a 
system of entrance requirements which does not indulge in mulish 
opposition to a movement that is certainly fundamental in our 
educational system, but which looks toward co-operation in solving 
common problems, can hardly be overestimated. It breaks down 
at once the prejudices of both the secondary and the collegiate 
educator, and clears the way for constructive action. 

3. In this connection we may well give much thought to our 
own collegiate curricula in business. He would be either a very 
wise or a very foolish person who would attempt to predict the 
precise form of these curricula after the reorganization in our educa- 
tional system has occurred. The time may not be far distant 
when the collegiate school of business, in at least our Western 
States, may have to set its graduation requirements not so much in 
terms of a fixed residence requirement of four years as in terms of 
the student’s acquirements from the time of the seventh grade. 
Certainly, all of us who work on the certification plan of admission 
are at this moment dealing with students who have had certified 
for collegiate admission, work done in the eighth and even in the 
seventh grades. The foundations of the present organization are 
already shaking under our feet. We shall not be wise if we try 
arbitrarily to build a rigid collegiate curriculum upon this shaking 
foundation. We shall be wise to work co-operatively with the 
secondary schools in terms of both our entrance requirements and 
our graduation requirements. 
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4. We may undertake to make class material available along 
the lines of our thinking in some of the secondary-school experiments 
which are today being performed. These experimenters realize, 
as all must realize, that a mere administrative reorganization of 
the junior and senior high schools would be sterile in content. 
New material for class instruction must be made available, and 
for this the collegiate faculties must assume some responsibility. 
It is suggested that such material might properly include the fol- 
lowing: (a) textbooks for the students, (6) books of collateral 
readings, (c) teachers’ manuals, (d) a manual showing ways of 
encouraging student participation in social activities. 

5. We may assume responsibility, presumably in co-operation 
with our colleges of education, for the training of teachers of com- 
mercial subjects in the secondary schools, placing our emphasis upon 
the training of teachers competent to present the functional aspects 
of business education, rather than the technical aspects, and putting 
minor emphasis upon the training of teachers of shorthand, type- 
writing, business arithmetic, etc., who can certainly be provided in 
adequate numbers by other institutions. 

Individual institutions will properly act in terms of their par- 
ticular environments and in terms of their peculiar needs. The 
Commission sees such great possibilities of usefulness in the field 
that it has little fear of dangerous overlapping or sterile competition. 


COMMISSION OF THE ASSOCIATION OF 
COLLEGIATE SCHOOLS OF BUSINESS 








THE REVOLUTIONARY CYCLE IN SYNDICALISM" 


The evolution of French unionism in the last fifteen years is 
rather interesting to the student of popular movements. It epit- 
omizes within a short period of time the revolutionary cycle: in- 
transigence, expansion, opportunism, and scission. The sequence 
is familiar, it is true, but is worthy of being traced out in this in- 
stance for the light it casts upon the present condition of affairs 
in the world of French labor. 

We may begin with the Congress of Amiens in 1906. At that 
time the extreme element in the Confédération Général du Travail 
(the C.G.T.), secured a dominating position and the congress 
definitely threw down the gage to socialism. It affirmed that 
“the congress decides that in order that syndicalism may attain 
its maximum effectiveness, economic action should be exercised 
directly against the class of employers, and the confederal organ- 
ization must not, as trade union groups, pay any attention to 
parties and sects which outside of them and by their side, are at 
full liberty to work for the transformation of society.” By 1911 
this view had become well established as a theory of labor-group 
action. Playing an independent hand, the C.G.T. was rapidly 
achieving ascendancy over the minds of the working class of 
France. ‘‘Cegetisme”’ was in the air. Even though a “minority 
of a minority,” this rabidly class-conscious group soon developed 
a powerful position on the left flank of the left wing. Active 
in propaganda, ruthless in its strike tactics, and untiring in its 
assault upon capitalism, from this coign of vantage, syndicalism 
threw its barbed darts into parliamentary socialism and moderate 
trade unionism. At the same time it drew to itself, as a magnet, 
all the restless spirits in the stormy arena of French proletarian 
politics. Even Jaurés, the skilled and persuasive leader of the 
socialists, whose eloquence had so often captivated the Chamber 
of Deputies, required all his resources of conciliation and ac- 


t For a study of the rise of syndicalism, see Vol. XIX, Nos. 1 and 2, 1911. 
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commodation to avert a complete rupture between his followers 
and the C.G.T. Jaurés never won more difficult laurels than 
those he gathered as a conciliator at the congresses and conven- 
tions of French labor in the years immediately preceding the war. 
Today, Jaurés’ views are a faded memory and the theories of the 
C.G.T. reign in their stead. 

The C.G.T. soon succeeded in its claim to dominate the policy 
of the French trade union world. Rejecting the Marxian theory 
of tactics, it classified the socialists as a political party and there- 
fore outside the legitimate purview of the trade unionist. ‘I know 
no political party,”’ said the syndicalist, ‘‘and therefore I cannot 
take cognizance of socialism. In its presence I am neutral.” 
Just as the socialists declare religious conviction to be a private 
matter and outside their movement, so, in turn, syndicalists 
consigned parliamentary socialism to the limbo of “old, forgotten, 
far-off things and battles long ago.”’ In France, the distinction 
between ordinary Marxian socialism and the theory of the wage- 
earning syndicalists, as a direct revolutionary body, is no longer 
in dispute. The line of demarcation has been sharply defined. 
The assertion of the syndicalist movement has been re-affirmed at 
successive congresses of the Confédération Générale du Travail in 
a manner that does not admit of misinterpretation. This is one 
of the interesting, if not the most important, developments that 
the last decade has established. 

While the disentanglements of the two movements is now 
complete in theory, actually it is far from being real. The French 
workingman, as a syndicalist, denies the usefulness of the present- 
day Marxian tactic of constitutional revolution and declines to 
affiliate his organization with the socialistic party. But as a 
matter of fact and by preference, he generally votes for a socialist 
deputy to represent him in the French chamber. He does so; 
however, he maintains with characteristic, wire-drawn Gallic logic, 
not as a syndicalist but as a private citizen of the Republic. In 
plain truth, the tenets of his own party estop it from putting can- 
didates in the field. Hence, if the French syndicalist wishes to 
exercise his franchise in national affairs, he must vote for a political 
party, and it is only natural that he should elect as his choice the 
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most radical candidate soliciting election. But, even while denying 
the value of a political state, the syndicalists have not let their theo- 
retical views deter them from ventilating their practical grievances. 
They have quite freely sacrificed consistency to take sides on meas- 
ures which threatened their position or affected the interests of the 
labor classes. 

Of much greater significance than the relationship of the 
C.G.T. to other French radical parties or groups, is the evolution 
that has gone on within the organization. The interest here lies 
in the evolution, in practice of its fighting program and its tactics 
rather than in its barren quarrels with the socialists. In recent 
years, the processes of growth have not left the syndicalist policy 
unchanged, but growth and experience apart, there have been 
two capital events to affect it: the Great War and the Russian 
Revolution. Both of these historic circumstances have been of 
supreme importance to every European labor party. They have 
been of special relevancy to the French. 

Compared with its past, the C.G.T. has lost much of its revolu- 
tionary ardor. Today, it can no longer claim to be a homogeneous 
body of like-minded revolutionaries. The signs of dissension and 
of scission have appeared and become acute with the continued 
ascendancy of the right wing over the left. In the last three 
congresses the moderate party has been in control. Moderation 
has thus become much larger than a cloud the size of a man’s hand 
on the syndicalistic horizon. ‘‘For another year the C.G.T., which 
should have taken a decisive step to the left has navigated in the 
waters of the right, totally abandoning direct action, its methods 
and principles,” complained the left wing in a resolution put 
forward by them in Orleans in 1920, which was defeated. The 
controlling moderate group in its temper, activity, and general 
position, is not distinguishable from the moderate group in the 
American Federation of Labor or in the congress of English trade 
unionists. Tried by the great touchstone of its attitude to 
bolshevism, the C.G.T. has definitely declined to affiliate with the 
third international congress at Moscow. It unites with the moder- 
ate group in adhering to the non-Bolshevik congress at Amsterdam 
and to the International Labor Office of the League of Nations. 
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Clearly, the C.G.T. at present, may be counted among the labor 
parties of reform rather than of revolution. 

The influences that have wrought this “‘sea change” upon the 
Confédération Générale du Travail may be conveniently grouped 
under: (1) changes due to growth and experience; (2) changes 
due to the war; (3) changes due to the Russian Revolution. Let 
us examine these in turn. 

1. Changes due to Growth and Experience —Under ordinary 
circumstances, fifteen years is a considerable period in the life of a 
popular movement. Tendencies which at the outset may just be 
detected have time to reveal their ephemeral nature or their gen- 
uine strength. Tactics hopefully advocated are put to the test. 
If they prove successful they harden into regular modes of action; 
failing they are discarded. The personal equation changes rather 
rapidly. Above all, the severe logic of everyday events in a hun- 
dred trifling ways puts its own ply into the spirit of the organi- 
zation. All of these factors have influenced syndicalism in France. 
Leaders, such as Griffuelhes, Lagardelle, Pouget, who were active 
at the time of its stormy inception, have disappeared. They have 
either been removed by old age or death, or have withdrawn 
from active work. (Victor Griffuelhes broke a long silence Feb- 
ruary 8, 1920, to attack the moderates and to urge adherence to 
Moscow.) Their places have been taken by leaders such as 
Jouhaux, Merrheim, and Bidegaray, men of a more cautious stripe, 
who are less concerned with a struggle against capital @ outrance 
than with obtaining concrete benefits for their class. These men 
insist upon “‘the revolutionary value of the daily victories obtained 
which improve the conditions of the life of the worker and partially 
free him from the insecurity of bondage.’* Thus, once again in 
a revolutionary movement we have the disingenuous, slippery 
language of opportunism becoming the consecrated formula. 

The general strike, as the supreme tactic of syndicalism, has 
not lived up to its advance notices. It has not been so suc- 
cessful a weapon as was confidently anticipated. No really large 
tangible results have accrued for its use in a number of attempts. 


* From the resolution passed by the G.C.T. Congress at Orleans, September, 
1920. Proposed by M. Jouhaux. 
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In consequence the strike leaders have had to comfort themselves 
and their followers with the view that the struggle has stimulated 
the morale of the class-conscious proletariat. This has not been 
succulent food and in this respect even, experience is inducing 
a cooler psychology. Events have shown to the C.G.T. leaders 
that a social movement cannot be kept boiling at white heat all 
the time. Intense and passionate effort which fails to win sub- 
stantial rewards brings in its train corroding disappointment, 
increased hatred, it is true, against the capitalist, but very often 
destructive recriminations between leaders and disintegration 
within the rank and file. Signs of this have been threatening syndi- 
calism.' As a result, it has been basing itself more and more upon 
a calculating reasoning watchfuiness and less upon tempestuous 
élan. Utility is replacing hatred as the driving force. Thus 
purely as a result of the normal working of a revolutionary idea, 
institutionalizing itself in organization and maintaining itself 
through time, we have in French syndicalism considerable loss of 
ardor of the initial impulse. There is a less naive faith in the 
virtue of violent weapons, coupled with the development of a 
wary opportunism, intent upon improving as opportunity offers, 
the condition and status of the laboring class. 

2. The influence of the war.—To the organized wage-earning 
groups in every country the war brought difficult problems of 
principle and policy. Upon the French group these fell with 
devastating suddenness. At least half of her energetic and militant 
syndicalists felt directly the power of the invader. It is well 
known that the portion of France occupied by Germany was, to a 
large degree, the center of her industrial life, though the effect that 
this must necessarily have upon the French labor movement has 
almost entirely escaped consideration. At the outset, it may be 
premised that with the declaration of war French syndicalism did 
not escape the odium that fell upon international labor movements 
generally in the allied countries. The ambiguous attitude of the 
German socialists came in to complete the discomfiture of the 

* The Railway Workers lost two-thirds of their effectives after their unsuccessful 


strike of May, 1920. Et. Martin Saint-Léon speaking before the Union du Commerce 
et de L’Industrie pour la défense sociale, May 25, 1921. 
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French socialists. The latter were thus smitten with triple blows: 
their homes and their factories were being ravished by the enemy; 
their clamant appeal to internationalism revealed itself to be 
fruitless, a cruel illusion; the concentrated anger and contempt 
of the French people was kindled against them for the anti-military, 
anti-patriotic policy with which they had been identified in the 
past. Their organization reeled under the shock. 

In the present C.G.T. we may distinguish the effects of this 
bouleversement. The change is pronounced. The dominating 
conception of the new movement in France today may be termed 
critical realism—the cold-blooded study of the situation “‘ positive.” 
This idea recurs again and again in the current writings and speeches 
of the French syndicalists. This is scarcely surprising as the thou- 
sands of French workingman who endured the hardships of the 
Great War are unlikely to be carried away by general theories that 
ignore the realities of ‘“‘la patrie,” racial antipathies, and the 
national state. These imponderables have shown how real they 
are and that they must be reckoned with. The study of the 
situation “positive” leads directly to concrete and ameliorative 
policies: to preoccupation with the problems of labor within 
national boundaries. 

The effect of the war has gone deeper, however, than policy: 
it has eaten into the theoretical background of their position, and 
sent French revolutionaries back to Proudhon for inspiration. In 
the old days, while syndicalists refused to recognize parliamentary 
socialism as the open door to revolution, Marxian doctrines deeply 
impregnated the movement. Marx was their spiritual father 
even if they were wayward children. France accepted Marx with 
certain reservations. But the emphasis the French workman 
places on liberty makes him disinclined to view with native sympa- 
thy Marx’s closely regimented collectivity. It had been said, even 
before the war, that the French syndicalists would suffocate in the 
German movement. The French revolutionary organization never 
achieved, nor desired to achieve, the rigid discipline of the German. 
It has always been loose and always semi-independent. More- 
over, at present, it need scarcely be said that Marx’s nationality 
does not recommend his doctrine. Above all there is the flaming 
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example of German socialism in the war and in revolution as a 
warning: in war, supporting an imperialistic dream, and in revolu- 
tion buttressing a bourgeois government. There is, therefore, in 
France a recognition and a demand that tactics and theories must 
be along “French lines” and in accord with French ideas. French- 
men maintain now, that a wrong turn was taken in following Marx. 
If we add to this view the natural feeling of French pride in French 
genius and the unwavering belief that in the past France has given 
ennobling and fecund conceptions of social order to the world, 
we must easily understand French labor’s return to its native 
prophets. French syndicalists think of France as once more becom- 
ing the creatrix of new forms of social institution. In the organ- 
ization of the C.G.T. the syndicalists believe that they fore- 
shadowed the future organization of society. 

In their defensive replies to the attacks that were launched 
against “‘Cegetisme”’ on account of its pre-war anti-military, 
anti-patriotic doctrines, the attack has been turned by picturing 
this pre-war attitude as a far-seeing protest against the idea of 
militarism and of war in general. They represent themselves as 
the harbingers, so to speak, of the ideas involved in the formation 
of the League of Nations as expressed by Viscount Grey, Lord 
Robert Cecil, and others. By this clever polemic they gloss over 
an antagonism to the army based upon its use in connection with 
strikes. This position necessarily entails affiliation with the 
International Labor Office established at Geneva and has laid the 
C.G.T. moderate leaders open to the charges made by the extrem- 
ists of trafficking with the bourgeois states of the world. Thus 
the war has forced the C.G.T. into a critical realistic reconstruction 
of its position. Marx, dethroned, has been replaced by Proudhon. 

3. The influence of the Russian Revolution —The situation here 
is rather complex. The French reaction to the events in Russia 
has come through several phases. At the present time there is 
no doubt of the repeated attempts of the Russian leaders to capture 
the French organization for their own ends. Lenine hopes to 
replace syndicalism by bolshevism. This fact is the key to the 
suspicion and dissension that reigns among the leaders of the trade 
unions of France today. We must bear in mind that when the 
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Russian Revolution took place France, war-weary, was still fight- 
ing for her existence and that the Russian default was a severe 
blow to French hopes of an early victory over Germany. Next, 
we must remember that French security holders had bought largely 
of Russian issues and Russia dishonored her international obliga- 
tions. Probably not many of the members of the C.G.T. were 
actually hit by this repudiation but it is certain the ramification 
of security investment goes down deeply into the humbler walks 
of life in France. This default added to the bitter feeling caused 
by the Russian withdrawal from the war among a great 
many of the French people. Public opinion became more and 
more stridently hostile to Russia and no modern movement past 
the stage of fanaticism becomes utterly regardless of public opinion. 
There is there a compelling force before which it bows. Moreover 
at this stage large numbers of the French proletariat were still with 
the colors while the leaders of the C.G.T. were more or less loyally 
observing the “‘union sacrée.” Hence circumstances did not favor 
a close affiliation with bolshevism. It is certain there was a good 
bit of sympathy among the members of the C.G.T. for the Russian 
experiment at the outset. This led to a fear in France generally 
as to what would happen when the poilu should return to his eco- 
nomic affiliations after the war. But, for the reasons already set 
forth the poilu returned with a sense of reality and a desire for 
narrowed objectives that, on the whole, was quite unexpected. 
This checked the initial movement toward bolshevism. Very soon 
radical opinion became accurately informed as to the failure of 
bolshevism to solve the Russian industrial problems and perceived 
its evolution into a group dictatorship; the evidence was so 
complete it could not be disputed. Critical realism in France 
studied both phases and did not find either to its liking. The 
result is apparent in the widening of the basis of syndicalism and 
in the continued refusal of the C.G.T. majority to affiliate with 
the third international of Moscow. 

At the outset, syndicalism represented the demand for a very 
narrow labor class domination of industry. Its point of view, in 
fact, was quite similar to that of bolshevism or the cruder forms 
of orthodox Marxian socialism. The need of competent direction 
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in industry seemed scarcely to be recognized and when urged upon 
the syndicalist was dismissed with a phrase or a shrug as one of 
the problems to be solved after victory had been obtained. Labor 
was conceived of in the strictly physical sense. Syndicalism was 
frankly anti-intellectual even where the powers of intellect and 
training were to be applied to the problems of industrial manage- 
ment. It is undoubtedly due to the experience of the Bolsheviks 
that syndicalism now recognizes other elements than physical brawn 
as necessary in the modern state to achieve production successfully. 

Thus Jouhaux, writing in 1920, declares: 

We do not consider, in effect—and it is time to say it here—that all the 
effort necessary to produce limits itself to the co-operation of the workers, 


properly speaking. We all know the réle which the technicians play and it 
is with them that we intend to work. 


The technician thus enters syndicalistic thought as a necessary 
element in industrial organization. ‘‘Technician”’ is a conveniently 
vague term with the great recommendation that it is with- 
out markedly bourgeois connotations. Nevertheless, it can be 
stretched to cover everything from a skilled engineer to the works’ 
manager, or even at a pinch to the director of an enterprise. 
By including the technician in the scheme of organization, syndi- 
calism meets the criticism that were it to achieve success in France, 
the results would be sure and certain ruin comparable to that pro- 
duced by bolshevism in Russia. Thus as syndicalism has grown 
in experience and maturity, amid the stirring events that mark 
our times it has gained in breadth of view but has lost much of 
the fiery enthusiasm that marked its youth. Having definitely es- 
tablished its view point with regard to economic revolution in a 
sharp struggle with socialism and become a powerful body in 
France it has traveled in this respect also the familiar road to 
opportunism. Purporting to be a genuinely revolutionary party, 
all the symptoms of senescence have appeared. The organization 
is engaged in internecine conflict growing out of the attempts to 
connect syndicalism to the third international of Moscow and 
through the appearance of “‘noyaux” or of ‘‘noyautage” within 
its ranks. 


* Léon Jouhaux, Le Syndicalisme et le C.G.T., Paris, 1920, p. 240. 
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The noyau is the latest development. While the moderates 
have been in control of the Confédération Générale du Travail for 
several years there has remained within it an active revolutionary 
minority led by Monmousseau of the Cheminots (railway workers), 
who have desired to bring the organization into a close working 
agreement with Moscow. At the congress of Lyons in 1919, the 
group was greatly outnumbered (1,633 to 324, 43 abstentions), on 
the fundamental difference as to whether the congress would follow 
the opportunism of Jouhaux or the communism of Lenine. When 
defeated, it seemed likely that the minority would withdraw to 
form a new revolutionary party. They were advised, however, 
by Lenine to remain within the C.G.T. and to form the nuclei of a 
new revolutionary group in the various constituent elements of the 
C.G.T. Hence we have the terms noyau, noyautage, and noyauteur 
which have come into use in France to distinguish this extreme 
group from the other members of the C.G.T. Before the congress of 
Orleans in September, 1920, the members of the noyau held a confer- 
ence and decided to institute a Comité Syndicaliste Révolutionaire 
(the C.S.R.), and to endeavor to form noyaux in the local groups. 
At the Orleans convention the noyautist resolution was defeated 
(602 votes to 1,479), which, although still overwhelming, showed 
clearly that the noyaux were gaining in strength. The skilful 
solicitations of Russia, the economic reaction that has followed 
peace, together with the advantage in attracting followers that a 
positive revolutionary program has in comparison with a moderate 
policy are the chief reasons for this growth. In fact they were 
growing altogether too fast for the peace of mind of the regulars. 
On November 8, 1920, the National Confederal Council of the 
C.G.T. voted by 72 to 25 (23 abstentions), to expel them and a 
very bitter situation developed. In February, 1921, the N.C.C. 
carried the fight a step farther with threats against the Seine 
Federation of trade unions which was supporting the Comité 
Syndicaliste Révolutionaire. 

The controversy, in the meantime, had become very much 
extended. It became impossible to enforce the threat of expulsion. 
Accordingly in May, 1921, the National Confederal Council, with 
a view to forcing the issue to a conclusive decision, succeeded in 
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having the general congress of the convention advanced from 
September to July. This congress was held at Lille beginning 
July 25, 1921. The meetings were most stormy, delegates even 
engaging on one occasion, it is said, in a free fight. On the critical 
vote, however, the moderates retained control by a narrow majority 
(1,350 to 1,338). Meanwhile, the Comité Syndicaliste Révolution- 
aire or the noyau, as it is more familiarly called, continues to 
increase in strength and appears likely to persist. Its organiza- 
tion and growth mark the development of a new revolutionary 
party in France, calculated to oust syndicalism and the old Con- 
fédération Générale du Travail. The movement will be dominated 
by a new set of extremists allied to bolshevism and with its back 
turned to the moderate tendencies of recent years. It is only a 
matter of time until the old organization falls before its assaults 
or becomes separated from it and classed with other reform parties. 

The wheel has thus come full circle and where syndicalism was 
fifteen years ago—in the van of the revolutionary movement— 
the noyau is today. 

D. A. MAcGIBBON 


UNIVERSITY OF ALBERTA 


Note.—Two recent excellent studies are: 


Syndicalisme Ouviere et Syndicalisme Agricole, Et. Martin Saint-Léon, Payot, 
Paris, 1920. 

Le Syndicalisme et la C.G.T., Léon Jouhaux, Bibliothéque D’Evolution Sociale 
sous la Direction de Charles Dulot, Paris, 1920. 

















THE INCIDENCE OF COMPULSORY INSURANCE OF 
WORKMEN 


I 


In contemporary discussions of workmen’s compensation laws 
much is heard regarding the ultimate incidence of the burden of 
the insurance premiums. The most common conclusion seems 
to be that this burden rests ultimately on the consumers of the 
goods produced by the insured wage-earners.* The contention of 
this paper is, on the contrary, that the incidence of the burden is 
upon wage-earners as such. There is no intention to argue that 
the burden necessarily rests upon the particular groups or trades 
of wage-earners insured (if the insurance is not general) or that 
relative prices of goods are in no case affected. But there is an 
intention to assert that the burden of such insurance is shifted 
finally upon wage-earners as such rather than upon the receivers 
of interest from capital or rent from land; and there is an inten- 
tion to assert that this is as true if and when insurance is required 
only in especially dangerous industries as it is if and when such 
insurance is required in all industries. 

It is sometimes urged by way of argument for compulsory 
insurance of employees by employers, that the money paid to 
insurance companies or to the state in premiums for insurance 
is really not a burden in any considerable degree upon anyone. 
For, it is said, the system of compulsory compensation for 
employees avoids the litigation of damage suits with the consequent 
large fees paid to lawyers by both sides. Whether this view is well- 
founded or not we need not here inquire. The insurance premiums 
which have to be paid do, at least, cost something even if they 
cost no more than litigation might otherwise cost. It might be a 
proper question what is the ultimate incidence of the expense of 


t Professor Taussig, however, argues that when such insurance is general, the 
burden is upon wage-earners, although it is not clear that he believes this to be the 
case when the insurance is required only in some industries. See his Principles of 
Economics (New York: Macmillan, 1911), pp. 326-27. 
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litigation in the absence of compulsory insurance. It is certainly 
a proper question what is the incidence of the insurance premiums 
when such insurance is required by law. 

For clearness in discussing the problem at issue we may dis- 
tinguish the three following cases: 

1. Where the insurance has to be paid for, at some percentage 
of wages, by all employers of all labor. 

2. Where such insurance is required only in special lines— 
as, for example, the more dangerous industries—and where the 
certainty of compensation in case of accident makes workmen 
willing to work for correspondingly less current wages. 

3. Where such insurance is required only in special lines and 
where the workmen either so underestimate or so overlook the 
likelihood of accident or think so little about the advantages of 
compensation that they are not willing to work in the insured 
industries for less wages than if the insurance and the consequent 
compensation were not provided for. Let us consider these three 
cases in order. 


II 


To the student of the theory of distribution and the incidence 
of taxation the first of the cases ought to seem entirely simple. 
If and so far as it is true that employers hire workers up to the 
point where the difference between the product with and without an 
additional worker is not appreciably greater than the wages paid; 
and if wages in general are fixed by the demand for labor of all 
such employers taken along with the supply; then a payment 
which must be made for insurance, with each worker hired, will 
certainly enter into the intelligent employer’s calculations. 

To illustrate, suppose the marginal worker of a given grade of 
efficiency to be worth, in any establishment, 1,200 units of product 
a year. Then at wages up to approximately 1,200 units such a 
worker may be hired. If all available labor can be employed with- 
out reducing the marginal product of labor of this grade below 
1,200, then the demand for such labor at approximately that wage 
will equal the supply. In that case 1,200, or not appreciably 
less, will be the wage-rate. 
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But if, for each worker hired, the employer must pay 20 as an 
insurance premium, then the marginal worker will not be employed 
at wages of 1,200 but only in case he accepts 20 less, viz., 1,180. 
At wages for the grade of labor in question, higher than 1,180, some 
labor will be unemployed, the supply of labor will exceed the demand 
for it. The insurance premium must be paid for each employee 
who ‘is hired. The potential employer, therefore, before hiring 
the workman, compares the value of his services not with his 
prospective wages alone but with these wages plus the cost of the 
required insurance. And he will not knowingly employ a workman 
whose services are worth no more than his wages alone." 

The foregoing conclusion cannot be avoided by supposing that 
the insurance premiums are reflected in rising prices. For there 
is nothing in the assumed situation which can be expected to make 
prices higher. The payment of premiums for the insurance of 
employees does not increase the amount of money in the country. 
It does not make bank reserves larger, or banks better able to 
extend credit. It does not, therefore, presumably, increase the 
demand for goods and bid up prices. On the other hand, there is 
nothing in the requirement of compulsory insurance of employees 
to decrease, as a long-run matter, the supply of goods. Workmen 
cannot afford to remain long idle even if their wages fall by the 
amounts paid as premiums for their insurance. They will not, 
therefore, in the long run, produce appreciably less goods. The 
prices of goods will be raised neither by an increased demand nor 
by a decreased supply. The insurance premiums cannot diminish 
the demand for the use of capital and so reduce interest, since they 
are not imposed on the use of or in proportion to the amount of 
use of capital. They cannot diminish the demand for the use of 
land and so reduce rent. Their only effect must be to reduce 
wages. It follows that upon wage-earners, as such, must fall the 
ultimate burden of the payments. A tax upon all commodities 
or upon all sales would fall, in the last analysis, upon wage-earners, 
interest-receivers, and rent-receivers. If, there being no money 
or credit to spend for goods, labor, etc., such taxes raise the money 
prices of goods, then they will lower money incomes in general— 


1 Cf. Taussig, loc. cit. 
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not merely wages. Prices of consumable goods can rise, though 
money incomes decline, because the government, with the money 
received from the taxes, buys the surplus goods which citizens 
cannot buy. The prices of goods, including the taxes, will be 
higher, money incomes will be lower. So much money being paid 
in extra prices of goods, because of the taxes, less money can be 
paid to the producers of goods. Net prices—i.e., prices minus 
the taxes—will be somewhat. lower than prices would be if there 
were no taxes. But net prices determine possible rentals, interest, 
and wages. The money values of the marginal products of land, 
capital, and labor are reduced. Hence, the money incomes of 
landowners, capitalists, and laborers are lessened. An insurance 
premium, however, imposed upon employers not in proportion to 
output or to sales but according to the number and wages of 
workers hired, will not raise prices in general and must fall upon 
wage-earners and upon wage-earners alone." Wages plus premiums 
will equal what wages were before. The prices of goods will not 
be raised. 
Ill 


We have now to consider the second case, viz., where insurance 
of workers is required not in all but only in especially dangerous 
industries and trades and where the certainty of compensation in 
case of accident makes the wage-earners willing to work for cor- 
respondingly lower current wages. This case is surely clear enough, 
If the insurance against accident in these industries and trades 
is thus clearly conceived by workers as an advantage in so far 
offsetting the incident dangers, then wages in these industries and 
trades will ultimately be lower by just about the amount of the 
premiums which must be paid. Higher wages than this would 
diminish the demand for labor, since at higher wages the marginal 
man would not be worth his wages plus the insurance premium. 
Also, at any higher wages, under the assumed conditions regarding 
the attitude of workers, the insured industries would become 
relatively more attractive than before and supply of labor for them 
would exceed demand. But wages less than before by just the 


* Note, however, qualifications toward end of article. 
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amount of the premiums required would, under the assumed condi- 
tions, leave as large a supply of labor for the industry as before, 
since the workers regard their certainty of compensation in case of 
injury as offsetting the reduction in the wages currently paid to 
them. Also, wages lower than those paid prior to the insurance 
requirement would mean the same total expense to employers on 
the marginal workers hired by them, as before, and would there- 
fore make demand for labor the same as before. Demand and 
supply would therefore balance at wages lower than before by the 
amount of the required premiums and at these lower wages the 
same number of men would be hired as previously and the same 
volume of goods would be produced. 


IV 


We come now to the third case, viz., where the insurance is 
required only in special lines' and where the workers so under- 
estimate its advantages, or pay so little attention to it, or have 
previously so little realized the peculiar risks to life and limb of the 
industries in question, that it is necessary to pay approximately 
as high wages after compulsory insurance is established as before 
in order to keep in these industries the former number of workers. 
This is the most difficult case to understand. Yet an analysis of 
it leads inevitably to the conclusion that the premiums charged 
for insurance operate to diminish the amount of wages received 
by wage-earners. In this case, however, it does not diminish, or 
at least does not diminish by the amount of the premiums paid, 
the wages in the insurance-protected industries. For if the workers 
in these industries previously underestimated the dangers or now 
underestimate the value of the insurance, it is reasonably certain 
that some of them (those who are marginal between these and other 
industries or trades) will not remain in the insurance-protected 
industries if their wages are made lower than before by the amount 
of the insurance premiums. The wages plus the newly required 
premiums must be higher than the wages alone were prior to the 
introduction of a compulsory insurance plan. 


1 Or is much heavier in some lines than in others. 
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Such higher expense for each employee will presumably necessi- 
tate higher prices for the product.’ But the story does not end here. 
Consumers, as such, so far as they are consumers of goods-in-general 
and are not especially disposed to consume the particular kinds 
of goods raised in price by the insurance premiums, will not suffer. 
The higher prices of these goods will be made up for, to them, by 
lower prices of other goods. For the higher prices of the goods 
produced in such insurance-protected industries must either di- 
minish demand for these goods or, in case of an inelastic demand 
leave demand approximately the same. If the latter is the situa- 
tion, then consumers spend so much more money for these goods 
at the higher prices, that they must either buy less of other goods or 
secure other goods more cheaply.’ The inevitable tendency is in the 
direction of economy in the purchase of other goods. These other 
goods must sell either at lower prices or in smaller volume. But 
if they sell in smaller volume, some of the persons who would be 
engaged in their production will be partly or wholly idle and their 
competition for employment will tend to bid down wages until 
they are occupied and until larger production lowers the prices 
of the goods they produce. Consumers of goods-in-general may 
then be compensated in the fall of these prices for the rise of the 
prices of the goods produced in the industries having workers’ com- 
pensation. 

But by so much as the amount paid for workers—including 
the insurance premiums—in the industries having workers’ in- 
surance is increased because of the insurance, by just so much 
is likely to be decreased, in the long run, the amount going to 
workers in other industries. The insurance is, indeed, presumably 
for the benefit of wage-earners and worth its cost; but whether it 

‘It is admitted, of course, that, as in the case of commodity taxes, if production 
is carried on under conditions of diminishing returns (i.e., increasing cost), only 
part of the burden of the premiums is felt in higher prices. Cf. remarks near close of 
article. 

? The inability of these consumers to pay as high prices as before for other goods 
will not presumably be offset by larger means of purchase on the part of the recipients 
of the high prices (including the insurance companies). For these recipients merely 
get the money that the sellers of other goods would else get. There is no special 
reason to expect that more money is spent in the aggregate; and, therefore, if some 
prices are higher, others are likely to be lower. 
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is worth its cost or not, it is paid for out of wages. It is not paid 
for out of interest or rent. Doubtless in the lines in which goods 
fall in price not only will the salable value of the marginal produce 
of labor fall, but likewise the salable value, per unit of output," of 
the marginal product of land will tend to fall. But correspondingly, 
in the lines where the cost of insurance, coupled with the impossi- 
bility of getting men to work for less in formal wages because of 
the insurance, makes necessary a rise in the prices of the goods 
turned out, this rise tends to benefit rent-receivers by affecting 
the salable value, per unit of goods," of the marginal product of 
land in the same way in which it benefits wage-earners by affecting 
the salable value of the marginal product of labor.? If, then, some 
landowners get less rent, others are likely to get more.’ But 
while some laborers get less wages, other laborers do not get more, 
except in the sense that they have the protection of the insurance 
and, therefore, the compensation in case of injury. The tendency 
would be, of course, in the sort of case we are discussing, for the 
reduced wages in the uninsured lines consequent on diminished 
demand, to divert some of the laborers into the insured lines, so 
making the burden general on all wage-earners and leaving the 
relation among wages in the various industries and trades about 
the same as before. 


V 


We have now seen that the higher prices of the goods produced 
in the industries or trades where compensation is required will, 
in case demand for the goods there produced is inelastic, cause a 
fall in the prices of other goods through the intermediation of a 
decreased demand consequent on a diminished ability to purchase 
them. We have next to see that the same result in the prices of 


t See remarks near close of article. 

2 Receivers of interest on capital in the various lines of industry would tempora- 
rily be correspondingly affected. But as capital continually wears out and has to be 
replaced, interest rates in different lines tend toward equality. 

3 This does not mean that the prices in question rise more than jis necessary to 
cover the premium. But if the rise is barely enough to do that in the case of goods 
produced on no-rent land or on the intensive margin, the owner of supramarginal 
land devoted to producing the same goods will have a larger money rent than before. 
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other goods may be brought about when the demand for the goods 
which have been raised in price is elastic. If the demand for these 
goods is elastic, then the higher prices must mean that considerably 
less of them will be purchased. In consequence, fewer persons 
can find employment in the production of them. The unemploy- 
able surplus of workers will then have to seek employment in other 
lines, thus lowering wages in the other lines, increasing the supply 
of other goods, and lowering the prices of these other goods. The 
redistribution of labor would tend, of course, to be such as to spread 
the lowering of wages over all lines of industry, leaving the lines 
having insurance in about the same relation to the others as before. 
For in the case we are assuming, wages in the lines having insurance 
cannot be much lower than before in relation to other wages if 
the lines having insurance are to remain supplied—though less 
supplied than before—with labor. And if, in these lines in which 
less labor is employed because of the insurance premiums, the 
marginal physical productivity of labor is raised, in other lines the 
marginal physical productivity of labor is likely to be somewhat 
lowered. 

Here, again, it should be clear that the burden of the premiums 
required is not likely to fall in any appreciable degree elsewhere 
than on wages. Thus, it is not likely to fall upon rent. In the 
lines where prices fall the salable value of the marginal product 
of land may fall (if the falling prices are not, for landowners, off- 
set by a greater physical marginal productivity of land). But 
in the lines where prices rise the salable value of the marginal prod- 
uct of land may rise (if the rising prices are not offset by a smaller 
physical marginal productivity of land). And if higher prices 
diminish the number of men in some lines and so lower there the 
marginal productivity of land (while raising the marginal produc- 
tivity of labor); conversely the increased number of men working 
in other lines may raise the marginal productivity of land in these 
other lines (while lowering that of labor). 

The conclusion, then, is that the cost of workmen’s insurance 
falls not upon consumers in general nor upon interest- nor rent- 
receivers but upon wage-earners. And wage-earners bear this 


* Note remainder of paragraph. 
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loss in the form of lower wages rather than in the form of higher 
prices of goods. There is no intention to deny that workmen’s 
compensation in industries the products of which are consumed 
not at all by wage-earners might be at the expense of others than 
wage-earners. Though some prices should rise and other prices 
fall, yet, if wage-earners were consumers only of the goods which 
fell, 4 decrease in their money wages would be no loss'—or not so 
much loss. Also, there is no intention to deny that efficiency may 
be decreased and output lessened in consequence of the shifting 
of labor from some lines into others, which the requirement of 
compensation in some lines might cause. And, finally, it is ad- 
mitted that the diversion of labor may be from lines of relatively 
constant to lines of relatively decreasing returns from land or vice 
versa, SO increasing in the one case or decreasing in the other the 
aggregate land rents received. Thus, to illustrate one possibility, 
suppose the industries where compensation is paid to be mining 
industries and suppose that the resulting. higher prices of the 
products of mining decrease demand and cause fewer mines to be 
operated. If the difference between the marginal mines and the 
better ones is very great, the lack of demand for the marginal 
mines may lower royalties or rents in the mining field considerably; 
while the increased labor employed in other industries may not 
correspondingly raise other rents. Nevertheless, our general 
conclusion remains unchanged, viz., that the incidence of the 
charge for workers’ insurance, imposed first on employers, is likely 
to rest for the most part on wage-earners, and that, other things 
being equal,.it will entirely so rest.? 

No consideration has been given in this article to the question 
whether compulsory workmen’s insurance might have effects on 
population which would tend to make wages higher or lower in a 
succeeding generation. The incomes of wage-earners are, because 

* Whether, if such a loss falls in part on interest-receivers, it may diminish saving, 
raise the rate of interest, and eventually decrease wages we need not here inquire. 


2 In the case of taxes imposed on selected commodities, the incidence is different. 
The taxed commodities rise in price. Other commodities fall slightly in price. Money 
incomes in general—not wages alone—tend to be somewhat lower. Similar qualifica- 
tions must be made, however, for cases in which the incident industrial changes may 
increase or decrease rent. 
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of the effect on demand for labor of the required premiums, 
currently lower, and this might tend to decrease the number of 
children per family in cases where no injury is suffered by the insured 
parent. On the other hand, the insurance paid in cases of accident 
helps provide for the children of those who are injured or killed. 
In the absence of any clear indication that the future supply of 
labor would be less—or greater ?>—because of compulsory workmen’s 
insurance, it seems preferable to express no opinion. 

Except that possible effects on population are not allowed for, 
the argument of the preceding pages relates frankly to the long-run 
situation. There is no intention to assert that the adoption of 
compulsory workmen’s insurance must immediately decrease wages 
enough to cover the cost. The point is that the premiums required 
of employers enter as a new element into every wage contract, 
upset whatever condition of equilibrium between wages and product 
had been previously arrived at, and so affect demand for labor and 
tend toward reduced average wages. 

But to say that the burden of the premium paid for workmen’s 
insurance falls ultimately upon wage-earners as such, is not to ques- 
tion the desirability of suchinsurance. Insurance, as is well known, 
is a pooling of risks. All bear a little loss in order that none may 
suffer the extreme loss. The workmen who are not injured receive 
slightly lower wages in order that those who are injured—and 
their families—need not be reduced to poverty. 

Furthermore, if such insurance is desirable, it is likewise desir- 
able that the initial burden should fall upon employers. It would 
be impracticable to attempt collection from the sometimes hundreds 
or thousands of workers in a single plant. And besides, to put the 
burden initially on employers serves to fix responsibility upon them 
for the safety of the plants they control. For if insurance premiums 
are made to depend (as they ought to depend) upon the degree 
of safety maintained in each plant, then each employer has a 
motive for making his own plant as safe as possible. While it is 
true as a general proposition that the burden of the insurance 
premiums tends to rest upon wage-earners in lower wages, never- 
theless the employer who has to pay a higher premium than others 
pay, because of the low degree of safety of his plant, cannot on 
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that account get workmen for lower wages than his rivals have to 
pay for the same work; and likewise the employer whose plant has 
so high a degree of safety that his premiums are especially low will 
not, on that account, have to pay wages above the level paid by 
other employers for work of equivalent quality. 

It will be obvious to the reader that premiums charged in the 
same way to provide for health or old-age insurance will have effects 
similar to premiums charged to provide for insurance against acci- 
dent, so far as their incidence is concerned. They too will be paid, 
in the last analysis, by wage-earners, regardless of their imposition 
in whole or in part, initially upon employers. Where insurance is 
provided from public funds, the incidence of the burden will depend 
upon the ultimate incidence of the taxes imposed to provide these 


funds. 
HARRY GUNNISON BROWN 
UNIVERSITY OF MiIssouRI 








THE ECONOMIC IMPORTANCE OF THE COMMERCIAL 
PAPER, HOUSE 


The commercial paper houses perform a distinct function in 
the financial system of the United States. While in certain respects 
their work appears to be similar to, and competitive with, that of 
the commercial banks, the truth is that they render an essentially 
different service, one that no other financial agency is equipped to 
perform. The commercial paper house occupies a field of its own 
and has grown to be a necessary co-ordinating unit in our financial 
organization. It is only because the business is so comparatively 
young that the service it performs has not yet been clearly differ- 
entiated, in the minds of many, from that performed by the com- 
mercial banks. The tremendous growth it has had in the few 
decades that measure its entire history, and the constantly increas- 
ing number of banks and corporations that are availing themselves 
of its advantages, all indicate its vital importance in our financial 
system. 

The general public has very little knowledge of the vast amount 
of credit advanced by the commercial paper houses, because the 
business is conducted on a strictly confidential basis both as regards 
the borrower and the purchaser. Moreover, there is no information 
available through the newspapers regarding their operations, since 
there are no published offerings or reports, not even to govern- 
mental agencies. When a bond or note issued is underwritten it 
is immediately heralded by the press. For example, the papers 
recently announced in headlines the great relief expressed in the 
Argentine at the probable consummation of its $50,000,000 loan 
in New York. A loan of this size is the subject of rejoicing by a 
nation; and yet many of the leading commercial paper houses 
regularly extend single credits of many millions of dollars, fre- 
quently comparable with this amount, without comment or public 
notice. The reports of the Federal Reserve Bank of New York 
show that the principal houses have had outstanding during the 
past three years as much as $1,200,000,000 of paper at a time, and 
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a monthly average for the period of over $900,000,000. The total 
volume of paper handled by all houses in 1920 was probably about 
$3,000,000,000. A better idea of this volume of credit is obtained 
when we realize that the volume of paper handled by the commercial 
paper houses in 1921 was equal to nearly 10 per cent of the loans 
made by the national banks of the country in that year. 


THE COMMERCIAL PAPER HOUSE IS MORE THAN A BROKER 


It should be understood that the commercial paper house is 
not a mere broker. It buys the paper outright from its clients, 
and thus advances the funds pending the sale of the paper to banks 
and other purchasers. The unsold paper at any moment of time 
in the hands of the brokers is being carried by the brokers’ own 
resources. The volume of such paper on hand with the leading 
brokers from day to day commonly amounts to many millions of 
dollars. The commercial paper houses are thus quasibankers, 
although their primary function, of course, is to distribute paper. 


HOW INTEREST RATES ARE EQUALIZED AND LOWERED 


The significance of the economic service rendered by the com- 
mercial paper house may best be understood from the following 
consideration. This country is so large and the diversification of 
its industry is so great that different sections encounter different 
conditions simultaneously. The industrial east and the agricultural 
west, the temperate north and the semi-tropical south, each has its 
particular types of production. While the rates of interest pre- 
vailing in any one section of the country will generally be sub- 
stantially uniform, because the volume of trade transactions at any 
given time will usually be of a fairly uniform character and intensity 
throughout the section, the rates of interest between sections will 
not, as a rule, be uniform, since the volume and intensity of inter- 
sectional trade transactions vary widely at different seasons. Take, 
for example, the huge movement of grain, cotton, tobacco, wool, 
fruit, and other seasonal commodities, from the producing areas to 
the primary markets. The rapid shifting of something like 40 per 
cent of the country’s total products from one section to another in 
a comparatively short space of time, as occurs every year, is bound 
to disturb the general credit status. 
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The demand for money may therefore be active, with interest 
rates tending to be high, in one section, while it is quiet, with interest 
rates tending to be low, in another. The quick transfer of funds 
from one section to another to meet the needs of business, made 
possible by the commercial paper houses, results in more uniform 
interest rates throughout, and what is of primary significance, a 
lower level of rates generally than would otherwise prevail. 
Business men are enabled to borrow always in the cheapest market; 
bankers are enabled to keep their funds more continuously 
employed; and the capital resources of the country are thus more 
economically utilized. 

The ready marketing of money is just as necessary as the ready 
marketing of any commodity. When it was recently suggested 
that the Chicago Board of Trade be abolished there was instantly 
raised the warning that there was no other means of securing a 
satisfactory market for our grain and that if it should come to 
pass it would result in unstable prices and, in many instances, in 
unsold crops. ‘The commercial paper house may be said to perform 
a similar stabilizing function. Moreover, it furnishes a nation- 
wide loan market. 

To illustrate, a country bank in Kansas may have idle funds 
in the fall of the year, which it would like to employ until the next 
season, and it is located in a farming community which has no 
other industry that can use the money. At the same time a woolen 
mill in Massachusetts may be in need of more money than its own 
banks can supply. There is every economic reason why the one 
should serve the other, and yet the banks have no means of their 
own for effecting this. We can readily see the necessity of the 
railroad in bringing the wheat to Massachusetts and the woolen 
cloth to Kansas. It is just as necessary that credit should be 
thoroughly distributed. Every means of facilitating its employ- 
ment at the place of greatest need is a service to production. 

Let us see what are the other possible means of effecting this 
necessary shifting of funds from one section of the country to 
another. The deposit, in dull seasons, of the idle funds of country 
banks in the reserve centers does not and cannot fully meet the 
credit needs. In other words, the concentration of surplus reserves 
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in a comparatively small number of large banks, for short periods, 
could not be depended upon to meet the regular requirements of 
the widely scattered borrowers who now use commercial paper, 
especially since such funds are subject to withdrawal in large 
amounts at any time, their unreliability being most evident in 
times of stress when they are needed most. During the past year 
banks‘have had to carry the loans of many of their customers 
throughout the year and if such loans had been based on deposits 
that were subject to heavy withdrawal at any moment the banks 
would have been seriously hampered. Country bank funds which 
are invested in commercial paper directly are available to business 
until the maturity of the paper. Furthermore, the concentration 
of commercial borrowing in a narrow market lacks the advantages 
which are apparent in a market which is country-wide, and hence 
more competitive, as is that furnished by the commercial paper 
houses. 

But could not the regular banks perform the same service as 
that rendered by the broker, through the organization of com- 
mercial paper departments? Since banks are successful in market- 
ing investment securities, it would seem to follow that they could 
also distribute commercial paper. The difference lies in the fact 
that a bond issue is a single piece of financing, which is placed 
principally among individuals, while the handling of commercial 
paper necessitates a permanent relationship with the borrower, and 
the paper is sold mainly to banks. A bank, with its associates, 
very frequently commands a sufficiently large clientele of individuals 
to form the basis of a successful investment business, whereas its 
clientele of banks is practically limited to its own correspondents; 
and it would have considerable difficulty in interesting the cor- 
respondents of other banks in the purchase of paper. Because of 
the traditionally confidential relationship of banks with their 
customers they would also hesitate to offer broadcast their 
customers’ notes. In other words, the natural competition for 
business between banks of equal facilities would make them espe- 
cially reluctant to offer each other excess lines of the paper of valued 
accounts. It is apparent that banks naturally confine themselves 
to their own clients and largely to their own particular territories, 











82 WALTER McAVOY 





and it is limitations such as these that have made the commercial 
paper house necessary. The broker occupies a neutral position and 
can reach all banks and all borrowers, in all territories, without 
encountering the natural competition and preferences that exist 
among the banks themselves. 


THE COMMERCIAL PAPER HOUSE AND THE FEDERAL RESERVE 
SYSTEM 


The service of the commercial paper house is, in a sense, 
complementary to that of the Federal Reserve banks. The very 
isolation of the banks in this country was one of the principal 
reasons for the establishment of the Federal Reserve System. In 
time of stress each bank stood practically alone, when proper 
co-ordination would have brought relief. We have recently seen 
how the Federal Reserve banks operate in assisting member banks 
that have encountered an excessive demand for funds. On account 
of the danger involved we have recognized the value of a neutral 
agent, like the Federal Reserve bank, that could co-operate with 
all banks in relieving a situation of overexpanded loans. Is it not 
also a matter of great importance, in properly utilizing the credit 
resources of the country, for a similar neutral agent to operate in 
the reverse manner and to find adequate employment for the funds 
of banks which are underloaned? This is the work that is done 
by the commercial paper houses, and there is no other agency in a 
position to do it. 

From another point of view the service of the commercial paper 
house is similar to that rendered by the Federal Reserve banks. 
For example, during the past few years, the banks in our larger 
cities have been rediscounting heavily, while a great many country 
banks have had surplus reserves. The Federal Reserve banks could 
not bring the latter to the service of the former, at least in the 
absence of a highly developed discount market, which was mani- 
festly a method of effecting relief along the most economic lines. 
This is exactly what the commercial paper houses did; and in this 
critical period more than a billion dollars of these surplus funds 
were thus made continuously available, without drawing upon the 
reserves of the Federal Reserve institutions. It is a question 
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whether our larger banks, unaided by the brokers, could have 
assumed this heavier burden and the Federal Reserve banks the 
proportionately larger amount of rediscounting that would have 
been necessary, at a time when they had about reached their 
minimum reserves. 

In fact, the Federal Reserve bank has served to increase the 
importance of the broker. It has made member banks less depend- 
ent upon each other for services of all kinds, tended to obviate the 
necessity of their carrying large reserves with correspondents, and 
thus to leave them more dependent upon the broker for their 
investments. They have thereby augmented the value of the 
broker’s co-operation in relieving a strained situation such as that 
through which we have recently been passing. 

The co-operation of the broker brought relief under these 
conditions, not only by enlisting the surplus funds of country 
banks, but also by virtue of the fact that many banks that began 
to feel the strain had on hand purchased (commercial) paper which 
was paid at maturity, with no obligation on their part to renew 
it. Maturing loans of this nature act as a safety valve to a bank 
when a depression sets in suddenly, since it is given time to regulate 
its direct loans accordingly. 


COMMERCIAL PAPER AND THE LIQUIDITY AND SAFETY OF BANK 
ASSETS 


Under any conditions a bank will enhance the liquidity and 
the safety of its assets by distributing its loans as widely as possible. 
The commercial paper house alone affords this opportunity. Out- 
side loans are of course especially desirable in a section of the 
country where one industry predominates, and where the prompt 
payment of loans depends upon the successful production or market- 
ing of a single commodity. When adverse conditions prevail in 
such sections relief is given to local banks, also, by customers who, 
through brokers, are able to transfer their borrowing to easier 
markets. 

The borrower on commercial paper is not only concerned with 
borrowing in the cheapest market. He also often finds it advan- 
tageous to keep his bank lines open for use in time of emergency. 
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Moreover, he very frequently requires, and is entitled to, more 
money than his own banks are able to give him, both on account 
of the legal limit of loans they can grant to any one corporation or 
firm and because of the bank’s desire to distribute its loans as 
widely as possible. The wide distribution of paper among a multi- 
tude of banks enables any borrower to overcome this difficulty. 
Without the use of commercial paper huge concerns like the pack- 
ing houses would find it necessary to keep bank accounts in all 
parts of the country. 

The commercial paper houses will always be indispensable to 
our banking system because the banking facilities of any one sec- 
tion of the country cannot be made to fit exactly the credit needs 
of that section at all times, since they usually fluctuate widely with 
the seasons. The commercial paper houses may thus be regarded 
as banks at large, serving all sections, furnishing credit facilities to 
one section, where it would be unprofitable to establish additional 
banks permanently, and supplying loans to another where credit 
facilities are temporarily excessive. Since the loans of brokers 
furnish investment for huge supplies of funds continuously, the 
absence of the brokers under present conditions would mean that, 
in sections where there was an excess of funds, this volume of money 
might go into less essential and less secure forms of investment, or 
remain idle. A corresponding amount would have to be made 
available in sections where money was scarce, producing high 
interest rates and a demand for more banking facilities. Hence 
it would not be extravagant to say that the broker actually controls 
and furnishes banking capital and deposits, since he makes 
unnecessary a surplus supply, which would have to be taken from 
other fields of investment. The commercial paper house has 
grown to be an integral part of our banking system and is directly 
instrumental in supplying the credit needs of a considerable per- 
centage of our current business operations. 

The valuable service which the broker renders both the banks 
and the borrowers is apparent. The saving in interest resulting 
from the more uniform level of interest rates which he makes possible 
is shared by the borrowers who do not use the open market, as 
well as by those who do. The saving to banks must be measured, 
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not only by the increased profits resulting from the full and effective 
employment of their funds, but also by the losses avoided on the 
less secure investments into which a portion of their money would 
probably go if commercial paper were not available. These 
indirect economies are little realized by either the banks or the 
borrowers, and the broker himself has never attempted to take 
them into consideration as factors that should have a direct bear- 
ing on the compensation he receives. 


THE CHEAPNESS OF THE SERVICE RENDERED 


The broker’s commission of } of 1 per cent was probably selected, 
at the inception of the business, as a fair differential above the bank 
rate of interest. It was based on selling expense alone. But 
today the service of the broker involves the principle of under- 
writing also, and yet the commission has not been increased. 
Formerly the broker simply handled paper on consignment, having 
little or no capital invested in his business and taking no risk, but 
he now purchases his paper outright and has large volumes on 
hand at all times, so that he assumes the risk of its security as well 
as that of fluctuating rates. The commission, therefore, gives him 
little leeway for the absorption of losses. 

During the recent era of high prices and high interest rates, the 
banks and practically all other lines of business, enjoyed increased 
profits, which offset, in a measure, any subsequent losses. In this 
period, however, although he was a vital factor in supplying the 
financial needs of our most essential industries, the broker’s profits 
suffered, since his commission remained the same in the face of 
greatly increased costs of all kinds. He did not share in war 
profits, although he conspicuously shared war burdens. 

In establishing his commission, originally, the broker no doubt 
proceeded on the theory that the borrower’s money should not 
cost him more in the open market than at his own banks, and that 
if he is worthy of credit at all he should not be penalized for using 
a broker, who simply opens up legitimate avenues of credit. If the 
commission were figured on such a basis as to make his money cost 
him the same from either—when maintaining a 20 per cent bank 
balance without interest—it should range from 3 of 1 per cent on 
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4 per cent money to 1} per cent on 7 per cent money, increasing 
$ with every advance of 3 of 1 per cent in the market rate of interest, 
making an average commission of j of 1 per cent, which is consider- 
ably above the present brokerage on six months’ paper. 

In fact, it would seem more reasonable for a bank which is 
compelled to purchase paper to pay a premium for the opportunity 
to employ its funds which might otherwise earn little or nothing, 
or be invested with less safety. If a bank keeps a certain portion 
of its funds continuously invested in commercial paper it has a 
choice secondary reserve, which is rediscountable at the Federal 
Reserve bank, while many of its own loans may be ineligible for 
rediscount and less secure. It is willing to go to considerable 
expense in soliciting and advertising to obtain its direct business, 
while the acquisition of its commercial paper, which is the choicest 
part of its loans, does not entail any cost. Most bankers realize 
this and do not bid for paper above the rate at which it is offered. 

The competition among brokers is very keen and hence the 
rates at which they make their loans may be taken as standard 
rates, since they are arrived at in the widest market in the country. 
In soliciting accounts the broker must therefore demonstrate his 
ability to give general service, and in distributing his paper he 
must depend mainly upon its desirability as an investment. In 
their eagerness to get business some few brokers persist in granting 
rate concessions in purchasing and selling paper, which not only 
works to their detriment financially, but is wrong in principle. A 
bank may have some latitude in fixing the rate on its loans, but 
the broker is, of necessity, governed by the market rate of interest— 
in fact, by the rate prevailing in the easiest market in the country, 
since borrowers naturally seek loans in the cheapest market. 

The ability of the commercial paper house to give service may 
best be judged by the reputation it has earned through years of 
operation, its financial resources, its distributing facilities, and its 
willingness to co-operate with its clients in every respect. The 
unusual degree of service which a broker may render his clients was 
forcibly demonstrated in many instances during the past year. A 
number of excellent business enterprises were seriously threatened 
on account of the abrupt readjustment, and in many instances, 
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where lack of co-operation among those at interest would have 
resulted disastrously, the broker, as a neutral agent, was able to 
work equally in the interests of the companies as well as the banks 
and thus to effect that harmony of action which was necessary to 
carry them safely through the period of liquidation. 

The importance of the function which the commercial paper 
house performs in our financial organization may best be sum- 
marized by quoting from Professor H. G. Moulton’s comprehensive 
work, The Financial Organization of Society, where, in his con- 
cluding remarks on the commercial paper house, on page 437, he 
states: 

The equalization of the supply of funds in the different centers, together 
with the fuller utilization of productive resources that is thereby made possible, 
is obviously not without its effect upon the cost of conducting business. It 
may therefore be said that the commercial paper house finds both its oppor- 
tunity for obtaining profits and its social justification in the contribution that 


it makes to the efficient utilization of financial and economic resources in the 
production of wealth. 


Throughout the present discussion an effort has been made to 
demonstrate that the unequal distribution of funds that is char- 
‘ acteristic of this country is due, not to any defect in our banking 
system, but rather to natural sectional differences, along broad 
economic lines, that necessarily exist in a country of such vast 
proportions as the United States. The more or less seasonal 
demand for funds in the different sections occurs in regular cycles 
that do not synchronize with each other, and hence the commercial 
paper house was called into being as an equalizing medium, and 
has since been able to contribute many other valuable services. : 


WALTER McAvoy 


St. Louris, Missourt 











THE PSYCHOLOGY COURSE IN BUSINESS EDUCATION 


Among questions of curriculum facing the undergraduate schools 
of business is what place should be given to psychology. Most of 
us realize that this science is destined to play an increasingly 
important réle in merchandising and industrial relations, and we 
grant that students heading in these directions should be required 
to learn at least its elements. There are, furthermore, a few 
business educators who believe that the applications of psychology 
to other branches of business, and to human relations generally, 
are substantial enough to warrant the requirement that a// students 
taking the business degree shall have passed an introductory psy- 
chology course." 

What evidence is there to justify this broader faith? Although 
the ‘“‘science of the mind,” or of human behavior, seems prima facie 
to offer help in dealings with one’s fellows (since he wants to judge 
them accurately and to influence their actions), as well as in private 
mental hygiene (since nervous disorders are such insidious and 
widespread enemies) yet if we visit the elementary psychology class- 
room (and still more if we listen to the students’ accounts of the 
same), we may easily fail to perceive that the lore of reflexes, 
sensation, imagery, feeling, or the like is getting the student any- 
where in the direction of practical social adjustments. I do not 
propose in this paper to balance the merits of this discipline against 
those of other subjects which compete with it for a place in the 
curriculum, but I propose to discuss, as a preliminary to such 
balancing, the content and the applications to business of a modern 
introductory psychology course. 

Probably the most impressive argument in favor of including 
psychology in the business curriculum that might be made to the 
average business educator in brief space would be based en the 
triumphs of applied psychology during the war. In spite of the 

* Such a requirement has been made in at least the following institutions: North- 
western University, University of Chicago, and University of Minnesota. 
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inherent conservatism of military and naval organizations, our 
schools were drained of psychologists, for morale and propaganda 
work as well as for the selective mental tests. The test work itself, 
it is claimed, saved millions of dollars by detecting at the beginning 
both those recruits who could be trained quite rapidly and those 
who could never be trained at all. This same work also added 
to the army’s strength by preventing regiments and companies 
from becoming weak links, dangerous to the whole line, from being 
overloaded with men of low intelligence.t Lieutenant Commander 
Dodge’s ingenious adaptation of the reaction-time apparatus 
to the problem of selecting apt material for marine gun-pointers is 
but one more example added to the already considerable list of 
psychological tests which have been found helpful for selecting 
“the right man for the place.’” 

But such an argument, applied to the business curriculum, proves 
too much. The triumphs of chemistry, physics, and numerous 
other sciences in the war might equally well be used to argue for 
their inclusion in the business curriculum. The argument is 
infected with a common educational fallacy. It infers that because 
a science underlies a widespread, vital technology, therefore it 
“behooves the ordinary man to learn something of that science. 
This is, of course, not true. Electricity is a most potent factor 
in our lives now, but so long as a handful of specialists who under- 
stand its complex science are available, the average man can 
manage with but a smattering of electrical knowledge. In eco- 
nomics, again, there are profound psychological problems relating 
to human motives in production which are of the greatest moment 
to our social and industrial system, but their intricacies must be 
explored mainly by scholars. And so we must look farther for 
evidence on whether elementary psychology is peculiarly valuable 
for all business students. 

What is the content of this introductory course which we are 
considering? There are a good many varieties of ‘‘psychology” 
in existence now, and it is therefore important that we have a fairly 
specific variety in mind throughout the discussion. 

«See Yoakum and Yerkes, The Army Menial Tests, New York, 1920. 

2 Ibid., pp. 186-88. 
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Beginning psychology is throwing off, in progressive universities, 
two handicaps which formerly made it less serviceable, both 
practically and culturally, than it should have been. The first 
of these obstacles was undue dominance by the introspective or 
“structural” school, which confined its attention too much to the 
phenomena of consciousness, and which was but mildly concerned 
with the réle which the science might be made to play in practical 
control of human behavior. The other impediment was formerly 
shared with most of the arts-college introductory courses: they 
furnished techniques for the advanced courses rather than usable 
tools for life. In this discussion we must consider a course which has 
avoided these weaknesses, by providing generously for those 
students who will take no more psychology, and by assimilating the 
real contributions of animal and human behaviorists, psycho- 
analysts, abnormal and social psychologists, to the old, solid stock 
descended from the associationists.' Such a fusion is not especially 
novel either; William James gave a large measure of it to most of 
our American texts, and even Titchener, veteran exponent of 
structural psychology, in his recent Beginner’s Psychology has 
given considerable space to these other sources of data. 

Three traditional topics, with several subdivisions, pretty well 
cover the whole subject-matter: (1) the relation of mind and body, 
(2) the original nature of man, and (3) the principles of learning. 

1. Although all theories of mind and body are still unsatisfactory 
enough, the trend is unmistakably toward the determinist hypothe- 
sis that mental facts are more completely explicable in terms of 
physiological causation than in terms of antecedent mental facts. 
A subject may say, for example, “In sooth, I know not why I’m 
so sad’’; the “sadness” being to him a diffuse but unitary thing, 
spontaneous and unaccountable. The psychologist, however, looks 
upon such an emotional state as a complex of numerous reactions, 
many of which can be separately identified, and the complex has 
been aroused by other reflexes which are not directly mirrored by 
consciousness. This trend toward a determinist hypothesis, in 

* See R. S. Woodworth’s Dynamic Psychology (1918) for a discussion of how these 


psychological “‘isms” may be reconciled. See also his Psychology, a Study of Mental 
Life (1921). 
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fact, is the same that has taken place in the natural sciences 
generally; it leads away from attempts to explain and conjure one 
obscurity by reference to another obscurity, toward attempts to 
explain and control by reference to physical entities which are 
open to all observers. 

The vogue of dealers in psychic goods among business men 
today, and the large rewards harvested by them, are obvious 
enough. It seems possible that even the modicum of psychology 
which our Sophomore learns in this elementary course will make 
him a harder prospect for purveyors of spiritism, phrenology, will 
power, and even psychoanalysis! Of course, on the other hand, a 
little learning has its dangers. Exploiters of fake “inventions” 
testify that their easiest victims are professional men, who know 
just enough physical and chemical science to be credulous of 
anything presented in its terms. Hence, no doubt, hoaxes in 
“practical psychology”’ will evolve pari passu with the spread of 
psychological science, and discrimination will develop only in the 
same way it does in hygiene and medicine. 

2. As we enter the field of native behavior apparatus we meet 
first the familiar topic of reflexes and instincts; and here especially 
do we need some physiology in order to exorcise the numerous 
sociological and vulgar instinct ghosts. A closely allied subject 
is emotion and feeling. It seems likely, in fact, that ‘‘emotional” 
is merely the quality common to those complexes of instinctive 
reactions in which certain visceral elements, such as those causing 
blushing or paleness, “‘quakings”’ in the stomach, etc., are promi- 
nent. These compound reactions are called “‘pleasant” if in the 
main they tend to prolong themselves or cause the subject to 
appropriate the exciting stimulus. They are “unpleasant” if 
the direction of his total response is repulsive. It will doubtless 
be admitted by most economists that there are large possibilities 
for improving the art of managing men through study of the basic 
human motives, even though many of the premature attempts in 
this direction must be discredited. William James, Robert Wolf, 
Scott, Veblen, and Parker have all given us pregnant hints, even 
if their details may turn out to be mostly wrong. Men’s dominant 
motives—say avarice, fame, love—are secondary compounds, built 
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up by experience from primary impulses such as bodily pleasures, 
“curiosity,” fear, rage, novelty, gregariousness (no one can wisely 
claim to know just what these are as yet), and it appears probable 
that any person may learn to appeal more effectively to his fellows 
by studying this compounding process scientifically, than by relying 
upon haphazard common sense. 

Finally under the heading of native equipment we must notice 
individual differences, differential psychology. This is the field 
of mental tests, vocational guidance, subnormal and supernormal 
intelligence, innate abilities, and tastes. Inborn mental differences 
are supposedly of two kinds—differences in general intelligence 
(which is learning capacity, practically) and in specific abilities 
such as musical or mechanical. The wide applicability of this 
kind of knowledge need be subjected to no comment, for it is 
probably the most popularized branch of psychology today. 
Business managers very often act upon the theory that men’s 
native talents are about equal except in the virtue of perseverance; 
consequently psychologists such as Scott in the field of practical 
personnel work in business and the army, have hammered hardest 
on the proposition that native capacities differ widely, that they are 
the dominant influences in executive efficiency, and that they can be 
detected with considerable accuracy by brief psychological tests. 
Besides its applications in the selection, placing, and training of 
personnel, differential psychology will probably have a place in 
wage administration. Recognition of the normal curves of ability 
distribution, as fast as they can be discerned, will make that con- 
tentious question in rate-settings, ‘‘Whose performance shall be 
standard ?”’ easier to answer. 

3. The principles of learning ramify further, and have more 
consequences, than any of us suspects. Everyone knows something 
of the power of habit, for good or evil, and knows too that there is 
some art in deliberate learning, such as training the memory. Our 
student can well afford to have this general knowledge sharpened. 
The far-reaching controversy over nature and nurture cannot be 
intelligently approached without a view of the learning process’s 
mechanism. One of the most momentous developments in psycho- 
logical science has been the gradual convergence of studies on motor 
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habits—many of these in lower animals—and studies of “associa- 
tion of ideas,’”’ in memory, reasoning, and the like. It seems entirely 
probable now that the greater part of our mental ‘“‘acts” of memory, 
perception, reasoning, and all the old introspective categories, are 
but reflections of underlying neuromuscular habits, and conse- 
quently are to be understood by reference to the simpler habits 
which can be studied objectively. 


Three special topics which involve the foregoing basic divisions 
may be mentioned to illustrate further the range of a good intro- 
ductory course. 

First, the psychological aspects of fatigue, normal and abnormal, 
and their relation to the long series that runs from ‘‘nervousness”’ 
to insanity. Second, the closely related field of “functional” 
nervous abnormalities, which is the particular object of psycho- 
analytic study by the Freudians and others. Nervous disease, 
to be sure, is still shrouded in mystery. The functional schools have 
plenty of cases in which their contention seems valid that the 
difficulty is in maladaptive habits, due to environmental situations 
giving rise to ‘“‘conflicts’” of motives. The application of this 
doctrine to industrial unrest made by Carleton Parker may turn 
out to be true enough to be significant. Probably a great deal of the 
trouble in ‘‘overwork,” as Scott pointed out, is due to our failure 
to establish proper habits of relaxation. The effect of emotional 
state on working efficiency is a subject of popular knowledge that 
promises large returns from scientific study; and after all these 
remains the tonic action of real fatigue. Enough of all this is 
known so that there is already a real opportunity to teach some 
mental hygiene in the beginning psychology course, and naturally 
the quality will improve with advances in psychiatry. 

Nor is the usefulness of these branches of “‘abnormal’’ psy- 
chology confined to avoidance and treatment of positive disorders. 
One of the principal benefits arising from the Freudian movement 
is in its elaboration and refinement of the old doctrine that in all 
of us, “the wish is father to the thought.” I do not indorse all or 
most of the Freudian tenets in this direction, nor especially the 
sociological deductions that have been hastily drawn from them; 
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but I believe this kind of study will be highly useful in making us 
quicker to detect the “complexes” of special interest which bias 
our judgments—probably more useful for recognizing our own com- 
plexes than those of others. 

The third special subject I had in mind is the social interplay 
of responses, especially as to imitation, ‘‘suggestion,” emulation, 
custom, fashion. 

It is suggested that a course in social psychology might better 
be required for all business students than the general psychology. 
There is a line of social psychology, of sociological descent, which 
may often be taken without any psychological prerequisite, and it 
is not without value. But its fundamental postulates are those of 
the psychological science of twenty years or more ago. No quali- 
fied psychologist would teach social psychology before the ele- 
mentary course, but, on the other hand, a usable approach to social 
processes can be given in connection with the fundamental work. 

Let us now take a more systematic view of the possible applica- 
tions of psychology in business, and bring to a head the inquiry of 
what it is worth to the general run of business students. I should 
outline the main directions* of this “‘ human engineering” as follows: 

I. In merchandising 
A. Forecasting demands 


B. Advertising 
C. Buying and Selling 


II. In managing men (one’s self as well as subordinates) 
A. Selection 
B. Training 
C. Incentives, financial and other; promoting “interest” in work 
D. Mental hygiene 
1. As to fatigue and proper recreation 
2. As to “conflicts” 


Now we may raise the fundamental question whether these 
varieties of engineering have much to do with students in fields 
other than merchandising and personnel—say with the financial 
group. A broad view is necessary. All our students will be 
advertisers and sellers to some extent; all must forecast the future 


* No division is made here for the service of protection against psychological 
frauds, since these are being vended in connection with each point on the list. 
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drifts of demand and public opinion if their business success is to 
be more than a matter of chance. What is perhaps even more to 
the point, all of them need defenses against selling offensives, 
particularly in the insidious form of propaganda. The large use 
made of psychologists by the governments in the war for ‘‘morale”’ 
work indicates that the science is directly applicable in such direc- 
tions. Moreover, ‘There is, or there ought to be,” as John Mill 
said, “‘a science of character,” which must in the long run be 
founded on sound psychology. No doubt can be felt of the utility 
which an art of character judgment would have, in all manner of 
human relations, if it existed. Although psychology cannot make 
claims nearly so sweeping as the ‘‘character analysts,” still there 
appears to be a great deal of usefulness in the psychoanalytic 
branch in this direction already, when it is checked by the other 
studies which are closer in touch with physiological science. 

All our students, we hope, will become leaders of some grade, 
which is to say that they must learn to select, direct, and energize 
subordinates. It is true that employment psychology is most 
obviously promising in large-scale management, but this is true 
chiefly as to mental tests. Accurate concepts of intelligence, 
aptitude, incentives, psychology of learning and skill, fatigue and 
nervousness, are serviceable down to the manager of one person— 
himself. This application of human engineering to one’s self 
brings out the fact that it is no more essentially predacious than 
is the use of any other item of knowledge, but like any other art, 
it gives its possessor power for good or evil. 

Finally let us face the explicit objection likely to be raised: 
As Josh Billings said: Which is worse, not to know so much, or to 
know so much that ‘‘ain’tso”? This subject-matter is so complex, 
and exact methods of study are so new, that conclusions on most 
of the psychological topics we have mentioned are but fragmentary 
and tentative. Much of what is now taught for probable fact will 
later be discarded—what field of knowledge is not in the same 
situation ? 

But to me the most important point is this: Necessary data 
are fast accumulating—in differential psychology, conspicuously, 
as by analysis of the army tests. In the science as a whole there 
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will be great strides in the next few decades. Students who learn 
the psychological alphabet today will be able to find and use the 
more accurate materials which will be brought forth by specialists 
tomorrow. 

It may be noticed that many of the reasons set forth above, 
in favor of requiring all business students to take psychology, 
apply with equal force to other professional groups, as in law and 
medicine; and as the engineering courses are approaching closer 
to the economics departments, what has been said on the business 
course will bear in some measure on engineering courses also. It 
is a fact that some medical and law schools are seriously considering 
a psychology requirement. The temptation is always strong to 
instal special courses in the professional faculty, as in the cases of 
educational and social psychology. The danger is, as I have 
pointed out with regard to social psychology, that the special 
course will be weak on fundamentals. It seems preferable, there- 
fore, that all groups should participate in the general introductory 
course of the arts college, the different special professional needs 
being cared for by separate recitation sections. 

A critical question is the time required. How long a term will 
the course under consideration occupy ? It can be given in a fairly 
substantial form in three hours a week for two quarters, perhaps 
in five hours one semester. That will hardly include any laboratory 
work, which, of course, is important. If all students of any pro- 
fessional school are required to take psychology it is doubtless 
best to make laboratory for additional credit optional, so as to cut 
the required hours to the bone. If the required fundamental 
course is too short, however, students taking it will not be able 
to enter advanced psychology courses if they wish to, later, with- 
out going out of their way. 

I have, so far, confined myseli to the vocational or practical 
aspect of psychology for business students. The business course 
is a vocational school. But few vocationalists will be indifferent 
to “‘cultural” aspects. As I gather it, the cultural aims of education 
are chiefly of two sorts: aesthetic, in the broad sense of developing 
inner resources for a larger and in the long run more satisfying 
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life; and civic-moral, in the wide sense of enabling the student to 
live the more harmoniously with his fellows. 

On the aesthetic side we may mention two prominent services 
rendered by the study of psychology—satisfaction of curiosity, as is 
the case with all sciences, and enrichment of the interest which 
runs through art, literature, and daily intercourse in the puzzles 
of human nature. 

On the civic-moral side an economist needs not to be reminded 
that the gravest political issues—the questions of socialism, for 
example—hang on questions of the extent of inborn differences, of 
the limits of human educability, of the springs of human action, 
and judgments as to the hidden motives of particular actors. 

From the cultural as well as from the practical point of view, 
therefore, psychology has a utility to any business student which 


can be equaled by few other disciplines. 
Z. CLARK DICKINSON 
UNIVERSITY OF MINNESOTA 








A PROGRAM FOR PSYCHOLOGY IN A COLLEGE OF 
COMMERCE AND ADMINISTRATION 


Psychology can contribute in two distinct ways to a course in 
commerce and business administration. Inasmuch as it repre- 
sents the most systematic attempt to formulate the laws of human 
behavior, psychology is a fundamental science offering basic 
generalizations and working hypotheses to the intelligent considera- 
tion of problems of human action. Inasmuch as the psychologist 
has, in the development of his own science, produced technical 
methods formed in the light of the extreme variability of human 
activities, these methods can, in themselves, be offered to commerce 
and administration as a definite technology. 

The presentation of psychology as a fundamental science should 
have a constructive and a critical purpose. This constructive 
purpose can best be served by a systematic discussion of such 
topics as the following (the illustrative material to be drawn, 
where practicable, from business situations): (@) Working con- 
ception of the physical mechanisms of action. (b) Basic human 
incentives, tendencies, and attitudes, and the mechanism of their 
modification, development, or repression. (c) Factors in learning 
and economy of learning and retention, as in memory, habit, acts 
of skill. (d) Normal mental functions—attention, association, 
perception, remembering, thinking, volition, etc. (e) Personality 
and temperamental traits, their origins, types, measurement, and 
their organization into personality and character. (f) Conditions 
of efficiency in work; influence of interest, fatigue, age, sex, drugs, 
physical environment, rewards and incentives, etc. (g) Scope and 
distribution of individual and group differences, and methods of 
measuring them (standardized tests for special and general abili- 
ties, achievement tests of educational or trade type, judgments of 
associates, etc.). 

The critical purpose can be served by an examination of typical 
popular conceptions of mind and the pseudo-scientific conclusions 
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based upon them. It should also be worth while to consider such 
common sources of error in human thinking as (1) emotional com- 
plexes, (2) post-rationalization, and (3) undue susceptibility to 
suggestion. 

While the student will gain some idea of the empirical and 
experimental methods of modern psychology from the survey of 
fundamental psychological facts and principles, these methods 
should be given special and more thorough treatment in connection 
with business and industrial problems. This is especially important 
in view of the fact that the final and specific applications of psy- 
chology, as of most other sciences, consist in the employment of 
methods of investigation rather than in the use of the rule-of-thumb 
formulas. 

The following questions and their answers have grown out of 
an attempt to formulate a definite program for psychology in a 
college of commerce and business administration. 


I. Question: What courses in psychology should be offered for the student 
of business ? 

Answer: There should be (1) a first course (from one quarter to one 
semester in length) covering the general field of psychology and 
contributing constructively and critically to the student’s intel- 
lectual attitude toward human behavior. There should be (2) a 
second course (from one quarter to one semester in length) based 
upon a consideration of specific business problems and the applica- 
tion to such problems of psychological methods. While these two 
courses will probably satisfy the needs of the average student, 
advanced courses in experimental and individual psychology may be 
recommended for the student whose special interest is in personnel 
administration or research. 

II. Question: What topics should be included in the first course ? 
Answer: 
I. Viewpoint, methods, and relationships of psychology 

1. Psychology viewed as the scientific study of the behavior of 
the individual in adapting himself to his physical and 
social environment; the aim of psychology, prediction, 
and control of behavior 

2. Meaning and types of “adaptive behavior” 

3. Meaning of “scientific study” 

4. Methods of psychological investigation—casual observation, 
controlled observation, self observation 
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5. Sources of psychological information—experimental, physio- 
logical, genetic, comparative, pathological, social 
6. Relationships of psychology 
a) To other sciences 
b) To practical arts—business, law, social work, medicine, 
education, etc. 


The physical mechanisms of adaptive behavior 
1. For receiving stimuli 
2. For transmitting and redirecting impulses—structure and 
action of 
a) Nerves 
b) Nerve centers 
c) Neural arcs 
d) Complex action patterns 
3. For reacting 
a) Muscles 
b) Glands 


Adaptations to environment by means of hereditary action 
patterns 

1. The mechanisms of mental and physical inheritance 
2. What tendencies are hereditary, and what are learned ? 
3. Nature, function, and types of hereditary tendencies 

a) Capacities 

b) Reflexes 

c) Instincts 

d) Emotions and feelings 
4. Modification and conditioning of hereditary tendencies 
5. Hereditary tendencies as motives in conduct 


The acquisition of new types of adaptation 

1. Relation of learned to hereditary behavior 

2. Intelligence and learning 

3. Habit—its mechanisms, diversity of form, fundamental signifi- 

cance in action 

4. The learning process 

5. Conditions of efficient learning 

6. Rate of progress in learning 

Sensory stimuli 

1. The various sense departments 
a) Visual 
b) Auditory 
c) Tactual 
d) Olfactory 

e) Gustatory 
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f) Kinesthetic 

g) Organic 

h) Static 

Sense-organ structure 

Physical stimuli 

Elementary sensory qualities 
Phenomena peculiar to particular senses 


VI. Selective functions of the individual 

. Attention as selective activity 

. Attention as preparatory activity 

. Physical manifestations of attention 

. Conditions determining direction of attention 
. Kinds of attention 

. Scope and duration of attention 

. Attention and interest 


VII. Integrative functions of the individual 
I. 
2. 
a 

VIII. Perceptual adaptations 

. Relation of perceptual reactions to simple reactions 

. The sensory factor in perception 

. The factor of previous experience 

. Individual variability in perception 

. Erroneous perceptions; illusions 

. Perception of space relations 

. Perception of time relations 


Association and retention 
Relation of association to habit 
Laws of association—classes of association 


IX. The mechanisms of adaptation on the ideational level 
I. 
2. 


Imagery 
Gesture and language 


‘ X. Adaptations by means of remembered experiences 
. The process of memorizing 
. Efficiency and economy in memory 


I 
2 
s 
4 
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Memory training 


. Conditions affecting retention, recall, and forgetting 
. Imagination—its nature and significance 


XI. Adaptations by means of generalized experiences 
I. 
2. 
3 
4. 
&: 


Types of problem solving 

The development of generalizations 
Concepts, judgments, inferences 
Analysis of acts of reasoning 
Reasoning and logic 
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XII. Purposive control of behavior—volition 
1. Deliberation, choice, decision 
2. The meaning of “will”; “will-training” 
3- Relation of attention and interest to voluntary action 
4. Relation of thinking to voluntary action 
5. Suggestion and imitation as determinants of action 
6. Types of mal-adaptation—compensatory behavior, defense 

mechanisms, post-rationalizations, etc. 
XIII. The organization and disorganization of personality 
1. Factors in personality 
2. Unification and integration of personality 
3. Disintegration of personality 
4. The idea of “self” 
XIV. Conditions affecting efficiency of action 

1. Environmental conditions 
2. Organic conditions 
3. Motivation 

XV. Individual variability and its measurement 
1. General and special abilities 
2. Measurement of ability 
3- Distribution ot ability 
4. Correlation of abilities 


III. Question: What topics should be included in the second course ? 
Answer: 


I. The psychological problems of business and industry may be 
subsumed under 
A. Psychology and marketing functions 
B. Psychology and personnel functions 
II. Psychology in marketing may be examined from the standpoint of 
A. The consumer 
B. The merchandiser 
C. The salesman 
D. The advertiser 
E. The manufacturer 
F. The interrelations of the psychological factors involved in 
the control of the market and the effect of the market 
upon those psychological factors 
(Where possible experimental and quantitative methods should 
be employed) 
A. Study of consumer (i.e., what psychological factors control 
him) involves 
1. Analysis of wants (economic) which shows that they 
a) Originate in hereditary patterns, but 
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b) Form set by social and individual experience (such as 
education, ambitions, customs, fashions, fads, etc.) 


. Type of customers’ activity in gratifying wants may be 


expressed in act of buying—analyzed into 
a) Impulsive—immediate response to stimulus; buying 
on the “spur of the moment” 
b) Habitual—response, organized through experience 
c) Volitional response, result of deliberation and decision 


. Immediate stimulus to particularized buying which may be 


a) Perceptual—such as 
(1) Color of commodity (medicines, paints, soaps, 
powders, etc.) 
(2) Taste of commodity (foods, toothwashes, etc.) 
(3) Odor of commodity (cosmetics, etc.) 
(4) Tactual qualities of commodity (fabrics, etc.) 
(5) Color of containers (food and drug cartons, etc.) 
(6) Size, shape of container (suggestion and illusion of 
volume) and weight 
(7) Trade-mark, trade-name, and many others 
b) Ideational (not sharply distinguished from perceptual) 
(1) Association of trade-mark or trade-name 
(2) Memory of earlier purchases—pleasant (good will), 
unpleasant (aversions, inhibitions, and resist- 
ances) 
(3) Discrimination and choice, weighing of motives— 
(price, quality, service, etc.) 
c) Emotional and affective factors coloring a) and b) 


. Remote control to particularized buying which may be such 


as indicated in 3 b) together with 
a) Economic condition 
b) Conflicting remote purposes and ideals such as ambi- 
tions, etc., all of which tend to become immediate 
controls 


. Consumer’s place in sale (from consumer’s point of view) i.e., 


a) Necessity for 

(1) Discrimination of qualities, sales talks, etc. 

(2) Knowledge about goods, values, prices, etc. 

(3) Consumer defense 
b) Advantages of organized-buying reactions as over 

against random and impulsive buying 

Act of buying, the result of wants and of immediate control 
represents consumer’s effort to attain maximum satis- 
faction with minimum expenditure of money, time, 
and effort, in proportion as these must be considered 
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B. Psychological problems in merchandizing involve 


I. 


Study of consumer 
a) Demand for goods, based on psychological analysis 
b) Form in which commodity presents greatest stimulus 
c) Controls such as 

(1) Advertising 

(2) Store location 

(3) Store name 

(4) Psychology of price 

(5) Display 

(6) Salesmanship 

(7) Store policy, service, etc. 


C. Psychological problems in salesmanship involve 


a 
. Choice of salesmen, a personnel problem 

. Appearance and manner, as attention value 
. Knowing goods as intensification 

. Estimating type of customer 


mn & Ww WN 


Statement of function (intensification of controls—see A.) 


a) Economic class 
b) Educational and social class 
c) Psychological class, such as 
(1) Indecisive 
(2) Decisive 
(3) Random 
(4) Negatively suggestible, etc. 


. Determining how and when to close 


a) In terms of 5 
b) Suggesting action 
c) Assuring satisfaction and good will 


D. Psychological problems in advertising involve 


I. 


Statement of function (intensification of wants, and controls 
in buying) 


2. Knowing efficiency with reference to consumption 


on anwm 


. Knowing effect of the medium cn 


a) Classes of trade 
b) Seasonal trade 
c) Daily and weekly variations in trade 


. Intensifying wants through suggestion and dissemination of 


knowledge—thereby acting as an initiator of wants 
(as in case of safety razors, vacuum cleaners) 


. Shortcircuiting the diffusion in non-habitual buying 

. Accelerating the response 

. Setting the form of the response, and making it habitual 

. Study of methods by means of which these aims are 


accomplished 











COMMERCE AND ADMINISTRATION PSYCHOLOGY 105 


E. Psychological problems in the manufacturing end involve 
(see B.) 
1. Knowing consumer psychology (see A.) 
a) Psychological basis for demand 
b) Possibilities and means of increasing demand 
c) Form in which good presents greatest stimulus 
d) Controls—such as 
(1) Classes of trade—economic and psychological 
(2) Trade-mark and trade-name (experimentally deter- 
mined) 
(3) Form in which commodity presents highest stimulus 
value 
(4) Types of advertising—mediums, appeals 
(5) Displays 
(6) Kind of merchandising—mail-order house, depart- 
ment store, cash store, chain store, etc. 


F. (See II, F, above) 


III. Summary 
A. Consumer buying 
1. Is initiated by wants 
2. Probably random at first 
3- Has form set by social and individual patterns 
4. Is controlled by suggestion—personal, advertising, etc. 
5. Develops into specialized habits 


IV. Psychology and problems in personnel administration may be 
examined from the standpoint of 


A. Employment—from point of view of both employer and 
employee 
1. Selection of worker—scientific and non-scientific 
a) Individual differences, physical, mental 
b) Job analysis and specification in terms of these differ- 
ences 

c) Tests—general intelligence, specific abilities, and trade 
(1) Derivation of tests 
(2) Testing the test 
(3) Statistical methods 
(4) Uses and limitations of tests 

d) Effective placement—vocational selection and guidance 

e) Labor classes and classes of workers 
(1) Temperament 
(2) Education 
(3) Types of adjustment 
(4) Industrial mental hygiene 
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C. Summary 


I. 


2. 


B. Work 


Work from point of view of both employer and employee 
a) Distinction of work from other activities 

b) Native ability and aptitudes of workers 

c) Social factors, such as labor classes 


. The acquisition of skill (learning, training) 


a) Laws of learning 
b) Optimal conditions 
c) Transfer of training and interference 


. Characteristics of the work curve 


a) Initial spurt 

b) Warming up 

c) Work level 

d) Loss of efficiency (fatigue, boredom, etc.) 
e) Second wind 

f) End spurt 


. Individual differences in efficiency correlated with 


a) Age 

b) Sex 

c) Race 

d) Height and weight 

e) Strength 

f) Fatigue, monotony, rhythm 

g) Rate of work, accuracy, and speed 

h) Rest periods, sleep, vacations, variety in work 
i) Effects of nutrition, stimulants, and drugs 


. Effect of external conditions for work, such as 


a) Ventilation, humidity 

b) Light, season, climate, weather 

c) Day and night work, diurnal efficiency 
d) Noise and quiet 


. Motivation and morale 


a) Incentives—wage and non-wage, direct and indirect 
b) Attitudes—social and personal 
c) Education and ambition 


. Labor groups and attitudes 


a) Class phenomena, mobs, riots, etc. 
b) Class interests, unionism 
c) Points of view—employer, employee 


Problem one of individual adjustment 
Problem one of social adjustment 
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IV. Question: What should be the preparation of the teacher of such 
courses ? 

Answer: He should be a thoroughly trained experimentalist in psy- 
chology, with an intelligent appreciation of business and industrial 
problems. 

The teacher’s familiarity with business and industrial problems is 

necessary for two reasons: 

1. That he may himself apprehend the relations. Exceptional stu- 
dents make this relationship themselves, and they rightfully 
expect their instructor to be able to do it. 

2. That he may understand the interests of students in his classes 
who are themselves making the attempt to relate the subject- 
matter of their different courses. 


V. Question: If business men evolve their theories of human nature, why 
not leave it to the student to evolve his own system of psychology 
of business through his own direct business experience ? 

Answer: Because the purpose of business education, as of any other 
education, is to train students by pointing out to them and making 
available for them as students the best experience of others who have 
been specialists in the consideration of the problems with which 
they will be confronted as business men and women. 

VI. Question: Why not, after all, leave the relating of psychology and 
business to the student, who should be given good general training 
in the attitude, content, and technique of psychology? If this 
training is well done, should it not transfer to the business field ? 

Answer: It should, doubtless, but it does not. The many difficulties 
that professional psychologists encounter in applying the methods 
of psychology to business prove the utter uselessness of hoping that 
students will make the transfer. It must be pointed out to them 
just as the relations of particular business functions are pointed out to 
them. They are shown, for instance, the relation of the purchasing 
department to the sales department; they are not left to find this 
out later for themselves. They probably would discover this 
eventually, but the function of the school of business is to fit them 
beforehand with this knowledge. And thus, so far as possible, 
should the teacher of the specialized course point out the relations 
of the attitude, content, and technique of psychology to the human 
problems they will encounter in business. 


F. RICHARDSON- ROBINSON 


F. A. KINGSBURY 


E. S. ROBINSON 
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THE RELATION OF THE PERCENTAGE OF BANK 
RESERVES OF NATIONAL BANKS IN NEW YORK 
CITY TO THE CALL MONEY LOAN RATE ON 
THE NEW YORK STOCK EXCHANGE 


In 1902, John P. Norton published a statistical study’ of 
the relationship existing between the percentage of bank reserves 
in the national banks in New York City and the call money loan 
rates on the New York Stock Exchange. Mr. Norton’s study 
covered the period between 1885 and 1goo, and resulted in the 
establishment of an empirical relationship between the two phe- 
nomena, expressed by the correlation coefficient—.5231, for the 
peiiod under observation. The object of the present study is 
two-fold: 

1. To treat the succeeding period of nine years, 1901 to 1909 
inclusive, after Mr. Norton’s manner, in order to obtain a general 
correlation coefficient for this subsequent period. 

2. To bring out more fully the nature and degree of the relation- 
ship existing between the two phenomena by supplementing Mr. 
Norton’s somewhat summary treatment (as regard coefficients 
only, however), by a more detailed analysis; and thus, incidentally, 
to throw light on certain inadequacies inherent in correlation 
studies which rest satisfied with summary results, expressive of 
only a very general trend, and obtained only at a sacrifice of 
homogeneity in data and conditions. 

The first part of our study, then, will follow closely the line 
pursued by Mr. Norton. The variations in the call money rates 
and in the reserve percentages are taken week by week from 
statistics compiled by the National Monetary Commission of 1910. 
They are given in Volume XXI, No. 1, pages 99 to 138, of the 
report of the Commission. The call rates employed are the arith- 
metic means of the rates in force for each of the 468 weeks of the 


* Statistical Studies in the New York Money Market, published for the Department 
of Social Sciences, Yale University, by the Macmillan Co., 1902. 
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period under study; except that the percentages are computed 
to the nearest one-half of 1 per cent for rates under 7 per cent, and 
to the nearest percentage for rates above that amount. The per- 
centages of bank reserves are also averages for the week, computed 
to the nearest percentage. In two of the nine years under consider- 
ation, the calender year ended with but two days of the week 
elapsed; the rates and percentages for these two days are ignored 
in each case. 

Norton’s method of calculating the correlation coefficient is the 
double entry or double-frequency method. Like the formula indi- 
cated below, and used in this study, it is based on the Pearsonian 
measure of correlation, the Pearsonian coefficient being denoted 
by the formula: 


r= 2(xy) ° 
no; 02 
The formula which we shall employ 


— Ba\%o) 





Rao 


yields the correlation coefficient, r, when Zxy (Sigma of xy) repre- 
sents the sum of the products of x and y for each of the 468 weeks, 
x, the percentage of bank reserves, y, the average weekly call rates, 
the letter = representing the sum, and m, the number of observa- 
tions, in this case the number of weeks. 

Taking the entire 468 weeks together, we have the following 
values for the symbols above: 


Zxy= 48,633.50 


ZxX= 12,339.00 
Zy= 1,904.00 
n= 468.00 
2x? = 326,257.00 
Zy= 17,288.51 


Substituting these values in the equation above, and solving, we 
get 
r=—.5244 
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Assuming a normal distribution and applying the formula 
P.E.= is 
Vn 
for the probable error, we get + .02260 as the probable error of the 
correlation coefficient. The coefficient being more than twenty- 
three times the probable error, and being more than +.50, may 


be considered significant. 


INTERPRETATION OF THE COEFFICIENT 


But, having established the correlation coefficient which is 
assumed to measure the degree of relationship existing between 
the percentage of bank reserves and the call money rate for the 
nine years under consideration, what concrete conclusions may 
actually, and legitimately, be drawn ? 

Our coefficient being negative, and high enough to be signifi- 
cant, we may say immediately that during the years 1go1 to 1909 
inclusive, there was an inverse relationship considering the period 
as a whole, between the size of bank reserves, regarded from a 
percentage basis, and the call money rate on the New York Stock 
Exchange. The degree of that inverse relationship is indicated 
by the fact that the coefficient is .5226 of a perfect, 1 to 1, correla- 
tion. The tendency, then, was for high call rates and low bank 
reserve ratios to go together, for low call rates and high bank 
reserve ratios to go together, and for call rates and bank reserve 
ratios to fluctuate inversely to each other. 

Our correlation coefficient does not logically prove that there 
was any causal relation between bank reserve ratios and call money 
rates. But, a causal relation having been established on logical 
grounds, our correlation coefficient verifies, and gives some measure 
of, that causal relation; or, in the absence of prior logical proof 
of a causal relation, our coefficient indicates that there may be such 
a relation, logical proof of which might be adduced by adequate 
analysis; or, our correlation coefficient may indicate that bank 
reserve ratios and call money rates are merely inversely sympathetic 
functions of some third phenomenon or set of phenomena. 

As a matter of fact, we do know that there is a causal relation 
between the percentage of bank reserves in the national banks 
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in New York City and the call money rates on the New York Stock 
Exchange. The call money rate of interest, like any other interest 
rate, is a price, and, in the hackneyed language of economists and 
quacks, any price is somehow a matter of supply and demand. 
The causal relation between the ratio of bank reserves (to deposits, 
of course), and the call money rate, then, ‘is somehow a matter of 
the demand for and the supply of loanable funds available for call 
market purposes; for there is no influence working on any price 
that operates through channels other than the demand for and the 
supply of the given commodity. 

Through which of these channels, the demand for or the supply 
of loanable funds, is this causal relation established, and from which 
end does causation proceed? We know in the first place, that the 
supply of loanable funds is in large measure a function of the ratio 
of bank reserves to deposits. Bankers wish to lend all the money 
they can, for it is from loans that their profits are derived. On the 
other hand, bankers must keep careful watch over their reserve 
ratios, for it is in these that their safety lies. Given a certain set 
of business conditions, there is an effective limit, irrespective of the 
legal limit, below which bankers cannot safely reduce their reserves. 
But as the reserve ratio rises above this limit, bankers have an 
increasing incentive to lend, and will do so, if necessary, at seemingly 
ridiculous rates (which not uncommonly go as low as three-quarters 
of one per cent). It would seem, then, that there should be a clear. 
case of correlation between the ratio of reserves and the call rate of 
interest. The higher the reserve ratios the lower the rates at 
which bankers will be willing to lend; the lower the reserve ratios, 
the higher the rates which must be offered to tempt bankers further 
to diminish their reserve ratios. It might seem, at first glance 
therefore, that there should be an almost perfect correlation between 
the ratio of bank reserves and the call money rate. 

But this, of course, is a naive and unwarranted deduction. The 
call money rate is determined not only through the supply side, but 
also through the demand. It is that rate, on any given day, at 
which the supply of and demand for loanable funds are equated. 
Influences manifesting themselves through the demand for funds 
may be quite as important, as regards the determination of the call 
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rate, as the supply influences (expressed largely through the reserve 
ratios). A great increase in the demand for loanable funds, due, 
say, to a speculative boom, will cause the call rate to rise without 
any prior decrease in the reserve ratio. And, moreover, after the 
effective reserve minimum has been reached, the call rate becomes 
almost exclusively a function of demand. 

A perfect 1 to 1 correlation between the ratio of bank reserves 
and the call money rate, therefore, is not to be thought of. Demand 
exercises a distinct influence upon the price of call money loans. 
This chain of a priori reasoning finds ample verification in the 
correlation coefficient which summarizes the relations between 
reserve ratios and call rates in both Norton’s study and in the 
present one. Norton found a relation expressed by —.5231+ .0142; 
the correlation coefficient for the years 1901 to 1909, as noted 
above, is —.5244.0226. The negligible difference in the coeffi- 
cients for the two periods, .0013, is significant. Looked at as the 
measure of all the causes producing a given effect, a correlation 
coefficient of 1, positive or negative, could be obtained if all the 
causes and their combinations were known and could be statistically 
correlated to the single result. The difference between a given 
coefficient and a perfect one may therefore be regarded, loosely, 
as the measure of the relationship between the result and all 
other forces but the one for which the coefficient was obtained. 
Applying this view to our present problem, and assuming that 
the chief ‘‘other” forces are demand factors, we have a rough 
measure of the extent to which the demand forces influenced the 
call rate. 

But, in fact, the situation is really more complex. Demand 
factors not only operate upon the call rate directly; but the call 
rate which results from partial or predominant demand influence 
affects in turn the reserve ratios. The great speculative boom 
above hypothetized, for example, will tend to force call rates upward 
without a prior decline in the reserve ratio; but the high rates in 
turn will tempt bankers to diminish their reserves to the minimum 
ratio compatible with safety or legal requirements. The high rates, 
in other words, will be partly cause, not altogether the effect, of a 
diminishing reserve ratio. 
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It may, perhaps, disarm critics here, if we point out that this 
reasoning does not partake of the common fallacy involved in a 
confusion of demand with demand schedules, or of supply with 
supply schedules. The increase in demand to which we refer as 
tending to raise call rates and thus diminish reserves is not that 
increase which normally results from a reduction in rates. It is 
rather that increase which manifests itself at every rate in the entire 
demand schedule. It is this kind of increase which raises prices; 
and the increased supply forthcoming at these higher prices does 
not tend to lower prices to the old level. In terms of our problem, 
the high call rates resulting from a real increase in the entire demand 
schedule causes banks to diminish their reserve ratios; and the 
increased supply of loanable funds thus made available does not 
tend to lower the call rate. These loanable funds, in this case, 
partake of the nature of an “‘increasing-cost’’ good. The call rate 
or price is in this case the result of both demand and supply influence. 

We have answered then, perhaps, the question ‘Through 
which of these two channels, demand or supply, is the causal rela- 
tion between reserve ratios and call rates established, and from 
which end does causation proceed?” The causal relation is estab- 
lished through both channels and causation proceeds from both 
sides. But this causation is not regular and varies as regards its 
strength, the channels through which it is established, and the end 
from which it proceeds. It varies with varying business conditions, 
with various phases of the business cycle. And the degree of rela- 
tionship between reserve ratios and call rates, the impulse and 
channels of causation being ignored, also varies with the changing 
strength of the causal forces. It is at this point that the inade- 
quacy of a correlation coefficient which attempts to summarize a 
general relationship extending over a period of changing conditions 
becomes apparent. Hence, it becomes desirable to present the 
data involved for each of the years singly. In this way we may 
obtain some idea of the forces and conditions which affect the 
degree and character of the relationship which is being studied. 

The tables immediately below give the correlation coefficient, 
the average reserve ratio, and the average call rate for each of the 
nine years under consideration. 
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CORRELATION BETWEEN RESERVE RATIOS 
AND CALL RATES 


(By Years) 
Year Correlation Coefficient 
MRS Sa Oc acca haere screed — .300 + .0851(P.E.) 
 checakadewaeecue ass — .2645 + .0869 
Me ccsasbhbaneaceuuenlss — .4404 + .0754 
Raa ataia alah wabdionno aon —.7485 + .O4II 
a nsrurncilaexis pach ees — .4056 + .0781 
ER beter en — .6783 = .0505 
NO ii pig bcaieb eens woes Aca — .5204 + .0673 
iba te saaaaenakens — .6678 + .0518 
I s csicibmratgcan ean dares — .4195 + .0770 
YEARLY AVERAGE RESERVE RATIO AND 

CALL RATE 

(In Percent) 
Year Reserve Call Rate 
RR itscit cred aaieniueaien 26.50 3.92 
eee Ne Maes 26.05 5.16 
nr re ree 26.33 3.64 
Wc ciavadnnecenmakiet 27.46 1.74 
ara chaha cdiereth nese alarmere ae 25.85 4.30 
iit au ccatode neanaeas 25.69 6.38 
RES pee Sere rene er 24.88 7.03 
Ee a ear eens 28.35 1.85 
RS. cca cacerdadnweehnee 26.17 2.59 


The most striking fact disclosed by a glance at the table of 
correlation coefficients is the wide fluctuation in the degree of 
relationship between reserve ratios and call rates. Evidently 
then, this relationship is no steady thing, despite the summarizing 
coefficient of —.5244; and this latter measure, unsupplemented 
by detailed analysis, might prove extremely misleading Not 
only the degree of correlation, but the factors in causation vary in 
strength and character under different business conditions, a fact 
which is clearly reflected in the lower table, if the business con- 
ditions associated with each of the years be brought to mind. 

It will aid us in our interpretation of the table of coefficients 
if we study the fluctuations according to a classification of the chief 
factors which affect, favorably or adversely, the correlation between 
reserve ratios and call rates. 























NEW YORK BANK RESERVES AND LOAN RATES 115 


A. FACTORS WHICH MAKE FOR A HIGH DEGREE OF 
CORRELATION 

1. Increasingly high reserve ratios tend to effect a decline 
in the call rate. When the reserves are increasing and are already 
well above the effective lower limit, bankers have no incentive for 
restricting loans and every incentive for expanding them. But 
the competition of many banks, each attempting to utilize its own 
excessive reserves, forces down the call rate. Any rate at all may 
become a profitable one at which to lend. Rates of less than 1 per 
cent are not at all uncommon in times of heavy reserve ratios. 
Generally, such times are associated with periods of depression or 
dullness, following the heavy liquidation caused by a crisis. Such 
was the case in 1908, when the average call rate for the year was 
1.85 per cent, the modal rate even less, and the reserve ratio, 28.35, 
the heaviest of any year in the nine-year period. The year 1904 
was another one of unusually heavy reserve ratios and unusually 
low call rates. The average call rate in this year was 1.74 per cent 
the modal rate, 1 per cent. That these two years should show the 
highest degree of correlation between reserve ratios and call rates of any 
years in the period is significant. It is in years of overladen reserves 
that the factors which disrupt the correlation are least present; and 
the influence of the reserve ratios on the call rate the strongest. 
In such years the demand influences on the call rate are at a mini- 
mum (which itself explains, in large measure, the inflated character 
of the reserves), and the chief supply factor, the reserve ratios, exerts 
the greatest sway. 

2. Diminishing reserve ratios, approaching, though not yet 
having reached, the minimum effective reserve requirements, force 
up the call rates; for when the reserve ratio is becoming thin, only 
high rates will tempt the banker to impinge farther on his margin 
of safety. Periods in which this condition is prevalent, then, would 
be expected to show a high degree of inverse correlation between 
reserve ratios and call rates; though, as will be seen in a moment, 
the degree of correlation will not be so high as in a period of over- 
laden reserves. Such a condition would be likely to exist in a time 
of culminating prosperity which is yet short of that boom period 
which presages a crisis. An excellent example of just such a time 
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is found in the year 1906 and part of 1907. The average call rate 
for 1906 was 6.38 per cent, and the average reserve ratio, 25.69 per 
cent. The high call rates, and the declining, through yet tolerable 
reserve ratios, combine to give a good degree of correlation. This 
close correlation for 1906 was aided also by another factor to be 
considered next, intimately related to the diminishing reserve ratio, 
but emanating from the demand side. 

3. High call rates, resulting from a great increase in the demand 
for loanable funds rather than initially from low reserves, encourage 
the banker to expand his loans and thus to diminish more and more 
his reserve ratio. In the period from 1905 to 1907, there was a 
steady increase in the demand for loanable funds at rising rates of 
interest. In availing themselves of the high rates, the bankers 
steadily diminished their reserve ratios. Causation in this case, 
however, proceeded at first at least from the side of demand, from 
the side of the call rate. That this line of causation was quickly 
joined by a reciprocal line proceeding from the diminishing reserve 
ratios, and that this second line became increasingly prominent as 
the reserve ratio diminished, is not, of course, to be doubted; 
and it is clearly reflected in the reserve ratio and the call rate figure 
for 1906 and 1907. It is indeed exceedingly probable that following 
every period of high reserve ratios and business inactivity, the 
change in reserve ratios and call rates is initiated by demand 
influences, but that this line of causation becomes increasingly 
overshadowed by that emanating from the diminishing reserve 
ratios as these latter approach the effective lower limit. 


B. FACTORS WHICH ADVERSELY AFFECT THE CORRELATION BETWEEN 
RESERVE RATIOS AND CAIL RATES 

1. Call rates rise at a more rapid pace than the fall in reserve 
ratios. This is only inadequately brought out in our tables, but 
some reflection of it may be seen in the figures for 1906 and 1907. 
The decline in the reserve ratio between 1905 and 1906 was .16 per 
cent; the rise in the call rate was 2.04 per cent. The decline in 
the reserve ratio between 1906 and 1907 was .43 per cent; the rise 
in the call rate, .65 per cent. The decline in the 1907 ratio was 
not really as great nor as abrupt for the greater part of the year as 
these figures would seem to indicate, for the ratio averaged only very 




















NEW YORK BANK RESERVES AND LOAN RATES 117 


slightly lower than that of the preceding year for all but the last 
nine weeks of the year, when it dropped abruptly to 21 and 20 per 
cent. The fact that call rates rise more rapidly than reserve 
ratios fall, then, affects adversely the degree of correlation between 
the two phenomena. This adverse influence becomes more and 
more pronounced as the reserves reach the legal or effective mini- 
mum. When this is reached or passed, great jumps in the call 
rate will accomplish little or no further reduction in reserve ratios. 
This condition was approximated late in 1907 and was responsible 
for the lower correlation in that year. Significant reductions in the 
reserve ratios after this point has been reached are impossible save 
in the event of disastrous banking bankruptcies. 

2. Unusual banking opportunities in money markets other than 
the call market and presence of large amounts of bankers’ balances 
in the reserves are factors which adversely affect the correlation 
between reserve ratios and call rates. These factors, it is believed, 
explain the low correlation in the years 1901 and 1902. This 
period and the two years preceding comprised the great era of 
American corporate promotion and consolidation. The banking 
facilities of the country were taxed to finance the great reorganiza- 
tions. Great sums of money poured into the New York banks 
from the interior, as bankers’ balances, to help float the huge con- 
solidations. The scope of banking operations in the call market 
was overshadowed by the operations of banking syndicates which 
helped to float the large issues of securities. The bankers were 
able to maintain fair-sized reserves on the surface, only by heavy 
borrowing, in the form of bankers’ deposits, from interior banks. 
But reserves derived to a substantial extent from bankers’ balances 
are qualitatively different from reserves derived from and main- 
tained against ordinary deposits. Bankers’ deposits are much 
more variable, often climbling quickly from insignificant amounts 
to huge balances and then evaporating as quickly one or more 
times during the year. Obviously, the reserve ratio against such 
deposits must be much higher than against ordinary deposits. 
The apparently substantial reserves of 1901 and 1902, then, were 
not so substantial as they appeared. On the other hand, bankers 
were unwilling to impair, by abnormally high call rates, the market- 
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ability of the vast amount of securities in which many of them were 
interested. Hence, the call rates were maintained as low as was 
compatible with minimum requirements. Before the middle of 
1902, however, after large amounts of securities had been marketed, 
the call rate began to rise in response to qualitatively poor quality of 
the reserves, resulting in an average call rate for 1902 of 5.16 per 
cent. 

3. In periods of moderate activity, the demand factors exercise 
a significant influence on the call rate, while the banks are still 
unwilling, in view of recent troubles, to freely expand their loans. 
This increases the influence of factors other than the reserve ratios 
upon the call rates and hence adversely affects the correlation 
betweeen reserve ratios and call rates. Examples of this condition 
are found in the years 1903, 1905, and 1909. The correlation 
coefficients of those years were —.443, —.4056, and —.4195, 
respectively, indicating the extent to which forces other than the 
reserve ratios were operating upon the call rate, and the extent to 
which forces other than the call rates, 3.64, 4.30, and 2.59 per cent 
respectively, were operating upon the reserve ratios. 

Because the introduction of the Federal Reserve Banking Sys- 
tem in 1912-13 has changed the character of our banking system, 
this study possesses little more than academic interest. It does, 
however, raise several interesting questions. It throws some light 
on the value of the correlation method, applied to periods and data 
of homogeneous character, in the economic field; it indicates an 
inviting field for the study of economic phenomena accordng to 
phases of the business cycle, by the application of the correlation 
method; and it suggests the inadequacy of considering banking 
reserves in their quantitative aspect alone, ignoring certain possible 
qualitative differences such as exist when the reserves are main- 
tained against bankers’ deposits. 
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NOTES 


THE CLASSIFICATION OF FINANCIAL INSTITUTIONS. 


During recent years there has been a great growth in both the number 
and the varieties of institutions of a financial nature. Especially has this 
been true during the war. The growth has been both progressive and 
cumulative. To use a well-recognized illustration referring to a some- 
what earlier period, the trust company had its inception in connection 
with insurance business, particularly in connection with such kinds as 
title insurance. As.the years went by, insurance and fiduciary business 
were increasingly recognized as separate and distinct, so that roughly by 
the time of the Civil War they were fairly well separated. Subsequently 
too, a change became noted in the character of the fiduciary business of 
the trust company. Whereas the earlier trusts had been largely individ- 
ual in nature, with the rise of the corporation various corporate trusts 
developed and became of increasing importance. Particularly of course 
was this the case in the larger centers, so that in a considerable number 
of cases the corporate trust business has come to overshadow the indi- 
vidual trust business. At the same time, moreover, it has been found 
that banking is a kind of natural adjunct to trust business and in all but 
a few states banking—including the reception of both time and demand 
deposits—is now combined with trust business. Commercial banks 
likewise have added trust departments, so that the modern department 
store of finance is now definitely with us. 

While this movement of integration has been taking place, a move- 
ment toward specialization has developed in certain directions. Par- 
ticularly is this the case with the newer financial institutions. Institu- 
tions conducting business of one kind or another which is related to 
finance have multiplied. The result is that the field at present presents 
a very complex appearance. In particular the problem arises of classify- 
ing the newer institutions and determining exactly where they “fit into” 
the existing financial structure. This problem perplexes the student who 
is attempting to describe the field of banking and to take cognizance 
of the newer developments. It is well illustrated in considering the 
ordinary discussions of the field of banking. The older tendency has 
been to neglect these institutions entirely and confine the discussion 
to the traditional banking field, discussing very largely commercial bank- 
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ing and mentioning savings banking incidentally. On the other hand 
those writers who have attempted to envisage the newer institutions 
also have been confining their efforts largely to mere enumeration and 
description of the operations of these institutions. Little attempt has 
been made to definitely relate them to other banking institutions or to 
consider their exact place in the realm of finance. 

In considering the great number of organizations in the general field 
at the present time, it is important to remember that the significant 
thing is the type of operation or operations in which they are engaged, 
not the total business which any given organization does. One organi- 
zation may do several types of business which fundamentally are unre- 
lated. In short, attention should be directed not to structure, but to 
function. We should pay attention to each type of operation, for only 
in this way is it possible to obtain a clear understanding of the field. 

Considering the matter from this point of view, we may suggest a 
definite method of classifying these institutions. At present the classi- 
fication is largely according to whether the institution is, (1) public or 
private in nature, and (2) whether it belongs in the commercial or the 
investment field. From the point of view of understanding the variety 
of institutions which have arisen, a third classification is highly desirable, 
namely, according to method of operation. By this means we also are 
enabled to see definitely the relation which the financial institutions 
bear to the traditional banking field and at what points they touch upon 
that field. 

In considering the method of operation, we must, however, exclude 
trust or fiduciary business. This is essentially a purely legal category, 
which is auxiliary to and aids the financial aspect. Bearing this in mind 
there are three general methods of operations. The first is by means 
of deposits. That is to say, funds are assembled by an agency, generally 
called a bank, from a series of individuals or enterprises, whose interest 
as depositors is continuous, and these assembled deposits are applied 
by the agency in various directions. The agency or organization stands 
as intermediary between those from whom it receives deposits and those 
to whom it makes loans or in whose obligations it invests, but it itself 
continues at all times to have dealings with both classes. Distinct from 
this is operation by means of mediation. Certain institutions are 
engaged entirely in merely purchasing and selling. Each purchase and 
sale is distinct and the relation between the purchaser and the seller closes 
at once. The third method is operation by means of the application 
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of the suretyship principle in this field. That is to say, no funds are 
supplied and no obligations are dealt in, but credit is merely guaranteed 
orinsured. In case the original debtor fails to make payment, the organ- 
ization which guarantees or insures the credit, agrees in his place to make 
good. This may be done in one of several ways, but the essential prin- 
ciple is the same in all cases. 

Further description of each of these three fields is desirable. The 
deposit principle is, of course, applicable in a number of ways. The 
ordinary bank provides the major illustration, but, on the other hand, 
the co-operative feature may be introduced. This is illustrated in the 
case of the mutual savings bank, in which there is lenders’ or savers’ 
co-operation. This may be carried one step further and co-operation 
among borrowers may be introduced. In other words, the building and 
loan association, the savings and loan association and the credit union 
all fall within this general field. It should not be forgotten, of course, 
that the commercial banks, in operating by means of the deposit principle, 
creates deposit currency, at the same time that it serves as an agency 
for the supply of funds. 

Operation by means of the mediation principle is of several distinct 
classes. Most simple is pure brokerage, in which the securities, paper, 
or other obligations,are merely sold on commission. In this case the 
institution supplies no funds. Purchase of obligations and resale of 
them, but without endorsement, constitutes a second class. Here of 
course, the institution does supply funds. The commercial] paper dealer 
or the ordinary investment banker well illustrates this method of opera- 
tion. The institution may go one step farther. It may purchase 
obligations and resell them with its own endorsement as, for example, 
in the case of the cattle loan company. Finally, the organization may 
purchase securities and resell, not these obligations, but its own 
obligations instead, perhaps using the other obligations which it has 
purchased as collateral. This last type is illustrated by the discount 
company which purchases receivables, as well as by the real estate 
mortgage banker and by the Edge Law corporations. The obligations 
which it resells may be in the nature, for example, either of collateral 
trust notes or of debenture bonds. 

It should be noted that the deposit method of operation and the 
mediation method of operation (including the four subtypes) may be 
applied either in the commercial or in the investment sphere or in both. 
The cattle loan company, for example, makes feeder loans which fall 
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definitely in the commercial sphere, while at the same time it makes 
stocker loans which fall within the investment sphere. Similarly the 
commercial paper house in many respects, perhaps in most, is the counter- 
part in the commercial sphere of the investment banker in the investment 
sphere. Furthermore any single house may operate by means of two 
methods, conducting part of its business by one means and part by 
another. The investment trust, for example, may either purchase 
securities and resell these with indorsement, or it may sell its own 
obligations instead. Likewise an organization financing sales on the 
instalment plan, such as in connection with retail sales of automobiles, 
furniture, and pianos, may obtain part of its funds by means of collateral 
trust notes and part through the issue of debenture bonds. Finally, it 
should be borne in mind that the growth of these financial institutions 
has been in considerable measure along the line of specialization of 
industries. ‘Thus we have, for example, automobile finance companies, 
real estate mortgage bankers, cattle loan companies, etc. Some further 
specialization exists according to type of business. Thus we have com- 
mercial paper dealers, acceptance dealers, and investment bankers. 

The third method of operation is by means of the principle of surety- 
ship. ‘This is a more recent development, in the United States at least, 
and is more in process of development than is the case with certain of 
the other methods indicated above. As already indicated, it is applied 
in several distinct ways. The acceptance house abroad, or in the United 
States the bank which accepts and thereby creates bankers’ acceptances, 
well illustrates one method. It does not in itself supply funds, of course, 
but merely creates its own obligation to pay, for which it expects to be put 
in funds, however, by the borrower prior to maturity. Suretyship may 
also be accomplished in another way. The credit insurance company 
stands ready to insure the accounts of merchants and to make good 
abnormal losses which occur. The difference from acceptance will, of 
course, readily be perceived, but at heart the two methods illustrate the 
application of the suretyship principle te the financial field. 

The following table illustrates the classification suggested above of 
financial institutions according to method of operation. For the sake 
of convenience, commercial banking has been regarded as typified by 
the commercial bank and similarly with the other operating methods. 
It should be borne in mind, however, as indicated above, that the essen- 
tial distinction is one of method of operation or function and not one 
of structure. 
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CLASSIFICATION OF FINANCIAL INSTITUTIONS ACCORDING TO 
METHOD OF OPERATION 








Method of Operation Commercial Investment 





Deposit Commercial bank Savings bank 

Co-operative institutions 
Savings and loan association 
Building and loan association 
Credit union 





Mediation 
1. Pure broker (sell| Foreign exchange broker | Stock broker 
on commission) | Note broker Mortgage broker 





2. Buy and sell with-| Commercial paper dealer | Investment banker 
out indorsement | Acceptance dealer 





3. Buy and sell with} Cattle loan company Cattle loan company (stocker 
indorsement (feeder loans) Investment trust loans) 





4. Buy and sell own} Discount company—in-| Real estate mortgage banker— 


obligations cluding company finan-| farm or urban 
cing wholesale market-} Instalment financing company— 
ing of automobiles including financing of retail 


sales of automobiles, furniture, 
pianos, books 
Investment trust 





Suretyship Acceptance house 
Credit insurance company 











New York City W. H. STEINER 
WAS DECONTROL OF SUGAR IN THE UNITED STATES 
ADVISABLE ? 


In his American Citizenship and Economic Welfare Professor 
Hollander reminds us that Dugald Stewart wrote to Lord Craig in 1794, 
“among all the interesting questions which have, during the last nine 
years, divided our political parties, I have never introduced the slightest 
reference to any of them excepting in the single instance of the African 
trade, on which I formerly expressed myself with some warmth—and 
even these expressions I dropped from my course, as soon as it became 
a matter of popular discussion.”’ 

Such isolation of the university economist from questions of dominant 
public interest and controversy is today almost as obsolete as the pow- 
dered wig. But in these days of active participation by economist and 
statistician in business and government, much may be accomplished in 
advancement of economic science if there is recorded for each concrete 
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instance of economic experimentation such facts, properly interpreted, 
as throw light upon moot points. Among the most interesting of the 
numerous “laboratory experiments”’ in political economy produced by 
the Great War is the course of events in the sugar market following 
removal of governmental control of prices and distribution. 

Only the briefest historical outline is here necessary, since the 






































complete narrative has been placed on record elsewhere by the writer." 
In the middle of 1919, following almost two years of war-time govern- 
mental control of sugar prices and distribution, first through the United ' 
States Food Administration, then through its offspring the United States 
Sugar Equalization Board, Inc., a decision had to be made as to the 
mechanism of decontrol. The Sugar Equalization Board received a 
letter on July 29, 1919, from the Cuban commissioners, tendering to the 
government of the United States the Cuban sugar crop for 1920. Inas- 
much as the authority of the Board did not extend beyond the purchase 
and distribution of the 1919 crops, its directors placed the matter before 
President Wilson in a memorandum dated August 14, 1919, the conclud- 
ing paragraph of which was as follows: 

Conditions are so abnormal and the prospect of securing a regular supply F 
of sugar at a reasonable price for the people of the United States for the year 
1920 is so uncertain that the Equalization Board concludes, from a commercial é 
point of view, that its duty requires it to suggest to the President, that, in 
reply to the communication from the representatives of Cuban producers, 
negotiations be entered into for the purpose of securing the sugar required for 
the necessities of the people of the United States for the year 1920 from Cuba 
under somewhat the same arrangements as the Equalization Board was able to 
make with the Cuban commissioners and producers and the refiners in the 
United States for the year ending December 31, 1919. This suggestion is made 
entirely from our consideration of the sugar situation from its standpoint of 
assuring the American people a regular supply at a reasonable price and, of 
course, is subject to the general policy of the Government as to the advisability 
of continuing control and regulation of food coramodities.? 
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In a letter accompanying the memorandum, the directors urged 
“that the Cuban commission should be advised at an early date i 
as to whether our Government proposes to consider this tender.” 
Professor Taussig, who was one of the Board’s directors, submitted 
a dissenting view along with the foregoing memorandum which 
was as follows: 
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* See articles in the Quarterly Journal of Economics, August, 1918 and 1919, and 
Government Control of Sugar, Macmillan Co., 1920. 


* Government Control of Sugar, p. 114. 
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I regret not to be able to reach the same conclusion as the other members of 
the Sugar Equalization Board. I believe that no negotiation should be entered 
in with the Cuban producers, and that the regulation and restriction of sugar 
prices should cease with the close of the present arrangement, December 31. 

It is true that the evidence now available points to a shortage of sugar in 
1920 and to a possibility of prices in that year as high as those of 1919, or even 
higher. But no certain conclusions can be reached about the future. Prices 
of sugar will be affected not only by the incoming supplies, but by the general 
political and monetary conditions of the whole world. The general level of 
prices in the United States and in other countries may be lower than it is now. 
Consumption may be reduced by changes in general business conditions or by 
restrictive measures in importing countries. The present recommendation of 
the board is that the United States (through the board) should repeat a huge 
commercial venture, in the hope of protecting consumers and of incurring no 
loss, but with the clear possibility of having to assume a loss. The operation 
would involve a guarantee by the Government of extremely high profits to the 
Cuban sugar planters, and also a virtual guarantee of similar profits to our 
beet-sugar producers as well as to the planters of Louisiana, Hawaii, and Porto 
Rico. It would necessarily lead to contracts with the sugar refiners which 
would guarantee good profits to them also. No doubt in the absence of 
Government regulation all these producers might make profits higher still; but 
prediction as to the outcome one way or the other can not be made with any 
confidence. Business of this kind may be undertaken by the Government 
under stress of war, but should cease now that we are at peace. 

Moreover, the regulation of the price of sugar can not in my judgment stand 
alone. The whole relation of Government to industry in time of peace is 
involved. If the price of sugar is to be specifically controlled, so should that of 
bread, of meat, of clothing. In the main we must look for a remedy to the 
natural development of production and to the return of the entire world to 
normal financial and economical conditions." 


The White House acknowledged receipt of these communications 
but no statement or direction was issued by the President. After 
waiting anxiously for nearly three months for a reply to their tender 
of July 29, 1919, the Cuban representatives withdrew their offer 
and the President of the Sugar Equalization Board thereupon 
notified the refiners of the situation in order that they might 
proceed with their purchases of raw sugar on the supposition of a 
return to normal market conditions at the close of the year. 

Through one of those not uncommon, fallacious fixations of 
public opinion, it was generally assumed thereafter, and frequently 
stated and printed publicly, that President Wilson had followed 


t Ibid., p. 115. 
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Professor Taussig’s counsel, and considerable criticism, much of it of 
a vitriolic nature, was subsequently heaped upon the latter by those 
who believed that the Cuban tender should have been accepted. 
As a matter of fact, examination of the published correspondence 
between the Board and the White House indicates that the President 
had followed neither the opinion of the majority nor Professor 
Taussig’s views. The majority had urged acceptance of the 
Cuban offer, Professor Taussig had urged the opposite. Neither 
had proposed the intolerable policy of absolute silence which was 
not explained until five months later in a statement issued from the 
White House: 

At that time there was an expectation that the treaty of peace with 
Germany would be ratified within a reasonable time and that peace conditions 
would reappear. There appeared to be a very definite view on the part of 
Congressional leaders that the exercise of war power should not be extended 
another year. .... The majority of the Board was definitely of the opinion 
that the Cuban crop should not be bought unless it was clear that its powers 
of control over sugar would be effective, and this could not be made certain 
without action by Congress. The President had not reached a conclusion in 
the matter when he started on his western trip and was taken ill. 

This announcement, making it clear that the controversy over 
the peace treaty and the President’s physical collapse were respon- 
sible for the delay, did not appear before the end of the year. Mean- 
while an investigation by the Senate Committee on Agriculture and 
Forestry, begun on October 3, 1919, disclosed the significant facts 
in the case, and attempt was made through remedial legislation 
to stabilize the market which had become chaotic because of the 
relatively long intervening period of uncertainty concerning the 
government’s policy for the coming crop. It was not, however, 
until December 20, 1919, that Congress passed the McNary bill 
which authorized the President to continue the Sugar Equalization 
Board for the year 1920 and to require the directors, if found neces- 
sary for the public good, to carry out a plan for securing an adequate 
supply and equitable distribution of sugar at a fair and reasonable 
price. The President, however, although he signed the bill, 
announced that it was too late to exercise the authority conferred 
so far as purchase of the Cuban crop by the government was 
concerned. The uncertainty which had hitherto prevailed thus 


* Government Control of Sugar, pp. 119-20. 2 Ibid. 
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NOTES 127 
ended, excitement subsided and a price decline soon set in so that 
by February 26, 1920, raw sugar f.o.b. Cuba had dropped to 8.74 
cents a pound as against 11.62 cents in the early part of August, rgrg. 
Unfortunately, just at this juncture rumors that a severe 
drought in Cuba had shortened the crop by 500,000 tons were 
confirmed. Such bullish news at a time when the country was 
passing through the apogee of a period of inflation could have but 
one result—a scrambling for available supplies on the part of 
purchasers and a perpendicular rise in prices. From 8.74 cents 
per pound f.o.b. Cuba, on February 26, the price soared to the 
incomprehensible price of 22 cents on May 19. Public excitement 
became acute. Congress was flooded with protests from consumers 
and demands for action. Unable to legislate away the effects of 
the Cuban drought or to deflate the currency and credit by fiat, 
Congress could only feed the suffering consumer demanding lower 
priced sugar with new investigations. The unfortunate situation, 
as nearly everyone now knows, speedily adjusted itself through the 
familiar play of economic forces. The abnormally high price of 
sugar served both to discourage consumption and to stimulate 
importations in tremendous quantities from all parts of the world. 
The price of raw Cuban sugar dropped continuously and precipi- 
tously from 22 cents on May 19, 1920, to 23 cents in July, 1921, 
bringing in rapid succession in Cuba financial failure of speculators, 
producers, traders, and banks, and a moratorium, and severe losses 
to the various branches of the sugar trade in the United States. 
Turning now to the lessons to be drawn from the course of events, 
it is clear, first of all, that a fair judgment as to the merits of the 
policy of decontrol cannot be made because of the intervention in 
the situation of that troublesome factor, economic friction (perhaps 
it would be more proper to say political friction in this case!) 
in the form ofa totally unforeseen delay by both the President and 
Congress in rendering decision as to policy. Waiving this consider- 
ation on the rather dubious ground that economic science is exact 
enough to permit of making due provision for economic friction 
of this sort just as the physicist or chemist, for instance, makes 
calculation for various disturbing factors, and assuming that the 
delay was an inevitable part and parcel of the policy of decontrol, 
what has been the outcome? 
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That the consumer actually paid for the crop year 1919-20 a 
price for sugar much in excess of what would probably have been 
the price under control is clear from a comparison of the Bureau 
of Labor Statistics’ monthly relatives of the retail prices of sugar 
for the period from January, 1913, to June, 1921, with relatives for 
all food articles combined, as shown in the following table: 


TABLE AND CHART COMPARING TREND OF RETAIL PRICES OF 
TWENTY-TWO FOOD ARTICLES COMBINED, WITH TREND 
OF RETAIL PRICE OF SUGAR 
(Average Cost for 1913 = 100) 
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In the period of control the relative for sugar was generally 
only slightly above the index of all food articles, whereas in the crop 
year 1919-20, the first year following decontrol, sugar soared far 
beyond, reaching its maximum of 485 in June, 1920, as against 
only 219 for the index of all food articles. The two sets of figures 
also ran much closer together in the control period than in the 
several years preceding. 

While the policy of decontrol was thus undoubtedly costly to 
the consumer in the first year which followed, there resulted, on 
the other hand, a phenomenally rapid return to the pre-war price. 
The relative for sugar in July, 1921, dropped 19 points below the 
general food price level, a remarkable situation when it is realized 
that the world’s sugar production is still over one and a quarter 
million tons below the pre-war level. Had government control been 











Jl lit par. Ribihe 





















‘Sol9Iqawe pool zz 


*polwoj od 





130 NOTES 


continued another year the decline in price would have unquestion- 
ably been correspondingly deferred and spread over a period of 
several years." 

At this point it is perhaps well to pause for reflection upon the 
outcome had the United States purchased the Cuban crop in 1919. 
The mere act of government purchase could not have bewitched 
the climate. A drought there was without governmental control, 
and a drought there would have been with it. Under such a 
condition, not even the severest discipline of a sugar “dictatorship”’ 
could have prevented a wild scramble for available supplies without 
the efiective support of the war psychology. A “back door” 
sugar trade would undoubtedly have been bred overnight if the 
drastic war-time rationing and price-fixing had been utilized to 
prevent accumulation of supplies by the more necessitous or 
financially capable purchaser. Furthermore, in July or August, 
in the midst of the most unfavorable conditions, it would have 
been necessary to arrange for the purchase of the next year’s crop 
or to finally liquidate governmental control. In either case, the 
road would have been no easy one, and it is, by no means, beyond 
the range of possibility that a considerable sum would have been 
required from the Federal Treasury to make good large losses 
sustained on government-owned stocks. As it actually turned out, 
the sugar trade itself bore the brunt of deflation and lost large 
sums in the process. It is not without significance in this connec- 
tion that the British Royal Commission on the Sugar Supply which 
continued its operations through the turbulent year 1920 has 
reported a loss of £24,500,000 or approximately $90,221,250 at 
present exchange, while the United States Sugar Equalization 
Board terminated its operations at the close of 1919 with a profit 
to the Treasury of $38,000,000.’ 

In conclusion, it now seems clear that there was little advantage 
in the adoption of either policy in 1919, control or decontrol. In 


* What has been said of the consumer applies also to the producer generally, 
continuance of control would have deferred elimination of high-cost producers. The 
writer realizes, of course, that deflation is not the remedy for inflation, and that a 
return to ‘“‘normalcy”’ at this time may not be desirable. 


2 The Wall Street Journal, August 30, 1921. 
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either case delay by President and Congress was inevitable in 
rendering the final decision under the political conditions then 
existent, and unanticipated and unwelcome results such as followed 
the adoption of one policy would have unquestionably followed 
the adoption of its alternative. It was, after all, a problem as to 
whether the cost of restoring the sugar market to normal conditions 
was to be met in a comparatively brief period and out of the pockets 
of consumers, producers, and distributors jointly and directly, or 
instead through contribution from the public treasury supplemented 
by consumers’ excess expenditures spread over a relatively longer 
period of time. On the whole, viewing the episode with the advan- 
tage of retrospect we may well congratulate ourselves that the trying 
initial stage of readjustment in the sugar market is over with once 
for all. 

Public attention during the period of high sugar prices was 
almost entirely concentrated upon fixation of personal responsibility. 
This is to be deemed lamentable, since an important though by no 
means novel lesson was thus lost: that the national executive is 
overburdened with detail; that Congress, as at present constituted, 
is unable to function as efficiently when acting in the capacity of 
what has been termed a “‘board of directors of the public corpora- 
tion’? as when engaged in the simpler réle of a purely law-making 
body; and that, in consequence thereof, neither the President nor 
Congress is able to arrive at a business decision with sufficient 
promptness to make governmental participation in private enter- 
prise a success. Reorganization and simplification of the machinery 
of the federal government must clearly precede any increase in the 
scope of its activities in this direction. 

JosHUA BERNHARDT 


INSTITUTE FOR GOVERNMENT RESEARCH 
WaAsHINGTON, D.C. 


t It is not meant here to imply that the comparatively early liquidation of general 
war-time food control was wise. The writer has in fact noted elsewhere that a costly 
error was made thereby (New York Evening Post, June 23, 1920). 

2 Willoughby, The Government of Modern States, p. 301. 














BOOK REVIEWS AND NOTICES 


Law and Business, Vols. I and II (Vol. III in press) By WILLIAM 
H. SPENCER. Chicago: University of Chicago Press. Pp. 
Xviii+611; xviii+670. 

The Law in Business Problems. By Lincotn F. ScHaus and 
NATHAN Isaacs. New York: Macmillan. Pp. xxxiv+821. 

Schools of business are recognizing more and more that some knowl- 
edge of law should be a part of the equipment of their graduates. It is 
assumed that the specialized training of the law school is more than a 
business man requires, but that the prospective executive should have 
an appreciation of law as it affects his business in order to be able to 
conduct that business intelligently. 

The volumes under consideration are designed to provide material 
for law courses in a school of business administration. In each case, 
the authors have found it advisable to include a large number of reported 
law cases. Aside from the success of the case book system in law schools, 
doubtless there is the additional argument that it is desirable even for 
a student of business to observe how a court handles problems, and to 
learn to analyze a set of facts into their legal values. Both volumes also 
include considerable text material to introduce and to supplement the 
cases. 

Mr. Spencer’s first volume is only an introduction to the study of law, 
the first of a three-volume series. In keeping with this purpose, the 
author has carefully analyzed his field, not alone in its relation to other 
business studies, as is shown in the Preface by Dean L. C. Marshall of 
the University of Chicago School of Commerce and Administration, 
but in regard to the proper scope of business law training itself. 

The book opens with an eighty-page “ Background for the Study of 
Law,” consisting almost entirely of extracts from legal writers ranging 
from Blackstone to present-day authors. This treats the philosophy of 
the law, as shown in its origin and nature; its divisions; and the systems 
of law, civil and common, and common-law and equity. There are 
many pages of explanation of forms of action, in which each is taken up 
in some detail-—in fact, many of the extracts are taken directly from 
current encyclopedias and textbooks on pleading. Following this is a 
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discussion of pleading, with forms of summons, pleas, demurrers, and so 
on. There is in addition a consideration of appellate court jurisdiction 
and procedure. Finally there is a discussion of the study of cases. 
Here the author endeavors to point out rules for determining the value 
of decisions. It is questionable whether this can be done categorically, 
and there is the further question whether it should be attempted at all. 
The impression one obtains is that some decisions can be straightway 
discarded, because they fall under some rule stated. In general, the 
analysis is sound enough, but in its specific applications, even a skilled 
lawyer would have great difficulty. 

In this first volume, cases on persons, torts, contracts, agency, and 
property are included. The cases as a whole are well selected. In 
specific instances, no doubt, teachers will question the choice. But in 
the main, there can be no doubt that a study of the cases under a com- 
petent instructor will give a good idea of the principles of the subject 
involved. It should be further noted that each case is followed by a list 
of a dozen or more questions on various aspects of it, and on related 
problems. These should be a great assistance to the student in grasping 
what is involved, and to the teacher in his instruction. 

One question might be suggested in conclusion: Whether the 
treatment here is more detailed than a business law course should give. 
The introductory matter particularly may be queried on this score. 
Much of it would be difficult for a law student to fathom, for it is entirely 
abstract, and deals quite minutely with matters of legal philosophy 
and pleading. For example, is any purpose served by the two pages 
on the fictions in the action of ejectment? It is interesting to the legal 
historian, but is it material to a business man ? 

In the second volume, Mr. Spencer has undertaken to group collec- 
tions of cases and questions under a functional division of business: 
market transactions; market practices; legal devices for securing money 
and credit; powers of creditors; and privileges of debtors. This division 
illustrates the purpose of the text—to provide, not a short course in law, 
but a study by means of cases of the legal angles to business problems. 
Of course, the danger in such a pioneer effort is that the material will be 
treated wholly in an orthodox legal fashion, thereby producing poor 
lawyers, rather than well-trained business men. Under the main head- 
ings, the usual terminology of the law school is used, and to a considerable 
degree, the method of treatment is the same as in the standard casebook. 

In the main, however, Mr. Spencer has succeeded in his task. Some 
of the introductory definitions seem unduly legalistic; and it might have 
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been wiser to have illustrated more clearly exactly what constitutes a 
good negotiable instrument, than what curious and unusual writings 
are not negotiable instruments. For it is a fair assumption that, should 
the average business man be forced to bring suit on many of the various 
instruments involved in the selected cases, he would hasten to his 
lawyer, and properly. 

In the chapter ‘‘ Market Practices” there is a considerable collection 
of cases on unfair competition and infringement of trade-marks and trade 
names. This is a rapidly growing field possessing much interest for 
most large firms. The material seems wisely selected, and very appro- 
priate for a work of this kind. 

Other good features of the volume are the collection of cases on the 
powers of creditors, which illustrates in a small space all the ordinary 
remedies against the debtor; and the appendixes containing the uniform 
sales act, negotiable instruments act, and extracts from the trade-mark, 
Clayton, trade commission and bankruptcy acts. 

The projected third volume will contain chapters upon risk and 
risk-bearing; labor; and the form of business unit. This will complete 
the series. 

The two volumes already published show care in arrangement and 
in preparation. They cannot of course be accurately evaluated except 
on the basis of actual results obtained with classes using them. Probably 
further progress will be made in arranging legal case material under 
functional business divisions.- But as an early undertaking in relating 
law to the whole field of business, these volumes deserve much praise. 
They provide an excellent reservoir of cases for a business law course. 

The Law in Business Problems (Schaub and Isaacs) is intended to be 
complete in one volume. Its divisions are based on the business problem 
as a unit, around which are grouped cases and material from various 
branches of the law. The four parts of the volume are: ‘‘ Engaging in 
Business’’; ‘‘ The Law of Contracts’’; ‘‘ The Enforcement of Contracts’’; 
and “The Law of Business Organization.” 

The first chapter is an excellent short discussion of the nature and 
sources of the law. Inasmuch as the average business law student is not 
expected to become a trained lawyer, this material seems adequate to 
give him the fundamental concepts he will need. As a matter of unity, 
it might have been desirable to include here the chapter on legal machin- 
ery, given under Part ILI, in order to give the student a foundation of 
legal procedure at the outset. Doubtless it was thought that this more 
difficult matter was better treated later. 
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The succeeding chapter on the status of the business man illustrates 
one criticism to which the book may be open. Instead of some illumi- 
nating text-matter on the subject, the authors have included short extracts 
of cases and statutes involving constitutional law, bills and notes, 
bailments, partnership, and sales. Will the brief treatment in a small 
number of pages of cases drawn from such a variety of fields really 
clarify for the student the business man’s status? There is certainly a 
danger of his obtaining merely a series of unrelated notions. 

Licensing and unfair competition are treated as preliminary to the 
main body of the book—the subject of contracts. Cases and consider- 
able explanatory material illustrate the various contractual problems. 
The authors intersperse groups of questions consisting of hypothetical 
cases, at the end of the various subtopics. There is not, however, as 
much space devoted to these questions as in Law and Business. The 
effect of the Statute of Frauds, capacity, illegality, and the construction 
of contracts as affected by trade custom are the subject of various 
succeeding divisions. Some teachers may wish that more material had 
been included upon conditions in contracts and the discharge of contracts 
—subjects which are very much involved in business today. 

Suretyship, mortgages, conditional sales, pledges, and negotiable 
instruments are all treated as credit contracts. Here again there is 
considerable question whether it would not have been wiser to include 
more general matter on all the different defenses open to a surety, for 
example, rather than a few cases illustrating only a few of these defenses. 
Similarly in the chapter on the formation of the agency, partnership, 
and corporation, it may well be said that there should be more cases 
or text on how an agent may be appointed, a partnership formed, or the 
relative advantages, as a means of doing business, of the partnership 
or the corporation. Further, it is questionable whether the student 
gets a very complete idea of wltra vires from the few cases given. 

The final chapters on internal relations and on dissolution and 
accounting treat, among other matters, the questions of business ethics 
in the case of an agent, the validity of corporate contracts with directors, 
the rights and privileges of minority and individual stockholders, the 
effect of death upon an agency or partnership, and some methods of 
corporate dissolution. 

Appendixes list the jurisdictions adopting the uniform acts; and there 
is a useful classification of federal and state laws affecting business. 

As a whole the divisions of a volume are logical from the business 
point of view. If any criticism is to be made, it is on the basis that too 
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much space is devoted to single specific problems, without mention of 
equally important correlative questions; and that frequently cases are 
interposed where possibly it would have made for clarity to have devoted 
the space to explanatory text. 

It is difficult to compare the two sets of volumes. It is clear, how- 
ever, that Mr. Spencer contemplates a longer course, and the teaching 
of the state of the law more specifically. As has been stated, a study of 
the cases in Law and Business would give a fairly comprehensive and 
reasonably accurate knowledge of the important legal questions on the 
subjects treated. Since The Law in Business Problems does not attempt, 
aside from the subject of contracts, to treat the legal relation as a unit, 
but rather to take the business problem as a nucleus around which to 
group any legal matters connected with it, the student will not view 
individual branches of the law as a whole. It is therefore most 
important that the material with which he is presented give a sound 
notion of the aspect touched upon. In several instances, as heretofore 
noted, it seems that the material is insufficient in failing to touch related 
and equally important problems. Mr. Spencer’s three-volume series is 
well calculated to give the business student a good grasp of the law he 


needs. 
ROswELL F. MAGILL 
Law ScHOOL 
UNIVERSITY OF CHICAGO 








